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PREFACE 

TO  Till:  FIRST  EDITION. 

THE  manuserint  of  the  following;  Lessons  has  been 
placed  in  my  hands  for  publication,  and  I  have  great 
pleasure  m  editing  the  work,  from  a  conviction  that 
the  subjects  on  which  it  treats  are  among  the  most 
useful  to  be  taught  in  early  life,  and  that  every  scnool- 
teacher  ought  to  be  well  acquainted  with  and  able  to 
leach  them. 

This  work  is  the  carrying  out  one  step  further,  and 
111  u,  most  important  direction,  what  I  have  advocated 
in  my  "  Hints  for  the  Improvement  of  Secular  Educa- 
tion," and  what  Lord  Ashburton  has  so  happily  drawn 
attention  to  under  the  name  of  "  Common  Things." 

In  the  earlier  part  of  their  career,  it  is  the  lot  of  the 
great  mass  of  mankind,  in  the  business  of  social  life,  to 
learn  to  sell  their  labour— whether  of  the  head  or  of 
the  hand — to  provide  for  their  present  and  future 
wants ;  and  disguise  it  as  we  will,  how  this  can  best 
be  done,  and  to  most  advantage,  is  one  of  the  great 
lessons  of  life  which  all  have  to  learn,  and  which  every 
parent,  as  far  as  he  knows,  is  anxious  to  teach  hie 
children. 

it  be   doubted,  then,  that   the   circumstances 

which   determine  the  amount  of  their  money-wages, 

\vhat  the.se  will  command  in  exchange,  ought  to 

be  enumerated  among  the  common  things  in  which 

youth  should  be  instructed? 


VI  PREFACE. 

Surely,  it  is  a  matter  of  no  small  importance  to  a 
young  person  to  know  how  he  ought  to  conduct  him- 
self, in  order  to  obtain  a  proper  remuneration  for  his 
labour,  and  how  he  ought  to  dispose  of  this,  in  order 
best  to  secure  the  comfort  and  happiness  of  himself, 
and  of  those  who  may  be  dependent  upon  him;  to 
secure  a  sufficiency  for  the  wants  of  advancing  life 
and  for  declining  years. 

If  a  proof  were  wanted  of  the  necessity  and  im- 
portance of  instructing  all  classes  in  a  knowledge  of 
the  rights  of  labour  and  its  remuneration,  we  could 
not  have  a  stronger  one  than  is  shown  in  the  Lanca- 
shire strikes  now  *going  on,  where  the  interests  of  both 
employers  and  employed  are  sufferirrg  to  so  great 
an  extent — many  thousands  of  operatives  in  Preston 
having  been  out  of  work  nearly  eight  months,  and 
supported  during  that  time  by  the  subscriptions  of 
operatives  in  other  towns,  to  the  amount  of  more  than 
£3000  a  week — mills  and  machinery  standing  still — 
and  an  amount  of  loss  incurred  by  both  parties,  which 
it  is"  most  painful  to  contemplate. 

NOT  does  this  give  an  idea  of  the  magnitude  of  the 
evil,  or  of  the  extent  to  which  it  prevails.  Many  ope- 
ratives in  almost  every  other  trade  throughout  the 
country  appear  to  approve  of  such  strikes,  and  are  ready 
to  do  the  same  thing  as  regards  themselves  whenever 
circumstances  favourable  to  their  success  seem  to 
arise.  At  this  moment  more  than  8000  are  reported 
to  have  done  so  at  Stockport. 

It  is  easy  to  conceive  men  driven  by  the  pressure  of 
want  to  act  against  every  principle  of  reason,  but 
that  such  combinations  should  exist  for  so  long  a 
period  as  the  one  at  Preston,  and  be  supported  in 

*  In  1854,  when  the  First  Edition  of  this  work  was  printed- 


the  way  it  has  been,  must  be  the  result  of  ignorance 
widdv    extended,  and  a  want  of  knowledge  of  any 
sound  principles  to  guide  the  parties  in  doing  j 
to  each  other. 

That  both  master  and  workman  should  be  free  to 
act  on  their  own  judgment  in  this,  as  in  other  things — 
the  one  to  oiler  such  wages  as  ho  may  think  fit,  tlw 
other  to  accept  or  decline — no  one  will  doubt.  But  it 
is  for  the  interest  of  employers  no  less  than  the  em- 
ployed, that  the  latter  should  be  instructed  so  as  to  bo 
able  to  judge  of  the  value  of  their  labour,  and  how 
they  may  best  dispose  of  it  in  the  markets  which  are 
accessible  to  them ;  and  when  so  instructed,  they  will 
allow  the  same  privilege  to  the  employers  of  labour, 
a:-d  not  interfere  with  its  free  circulation  in  the  way 
in  which  ignorance  and  the  misleading  of  others  often 
induce  them  to  do. 

Instruction  on  these  subjects  is  not  less  wanting 
among  our  agricultural  population,  whether  labourers 
or  employers  of  labour,  and  it  is  particularly  important, 
at  a  time  when  attempts  are  being  made  to  improve 
their  education,  to  introduce  it,  to  show  both  classes 
how  much  their  happiness  depends  on  the  practice 
of  habits  of  industry,  economy,  and  forethought; 
that  in  the  remuneration  of  labour,  it  is  not  simply 
the  amount  of  wages  which  is  to  be  looked  at,  but 
the  necessaries  of  life  also  which  these  will  com- 
mand, and  that  the  comfort  and  well-being  of  a  people 
depend  not  solely  on  the  amount  of  wages  or  income 
they  may  have,  but  also  on  tlie  icay  in  ichich  they 
spend  them.  AVe  have  convincing  proof  of  this  in  the 
Reports  of  the  Committee  of  Council  on  Education 
on  the  iron  districts  in  Staffordshire,  by  the  Rev.  II. 
•iiid  Rev.  J.  Norris. 
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Social  economy,  a  knowledge  of  the  principles  on 
which  business  transactions  are  conducted,  and  the 
conditions  of  success  in  industrial  life,  it  appears  tc 
me,  ought  to  form  a  part  of  the  course  of  study  in  our 
training  schools,  and  be  among  those  subjects  a  know- 
ledge of  which  in  the  examinations  for  certificates  of 
merit,  and  of  pupil-teachers  in  their  last  year,  would 
be  expected  by  Her  Majesty's  Inspectors  under  the 
Committe  of  Council  on  Education. 

It  is  mainly  with  a  view  to  introducing  these  sub- 
jects among  the  teachers  of  youth,  and  through  them 
into  our  schools,  that  these  Lessons  are  published; 
their  contents  ought  to  be  "  familiar  as  household 
words"  to  all  teachers  of  youth,  who  should  have 
the  power  of  making  such  knowledge  equally  familiar 
to  their  scholars  about  to  pass  from  under  their 
training  and  teaching  to  participate  in  the  actual 
business  of  industrial  life. 

Although  these  Lessons,  from  the  nature  of  the  sub- 
ject-matter on  which  they  treat,  may  appear  and  are 
perhaps  more  peculiarly  fitted  for  those  about  to  be 
engaged  in  commercial  and  what  may  be  called  indus- 
trial life,  yet  the  principles  on  which  the  social  well- 
being  of  a  community  depends  are  treated  of  in  such 
a  manner  as  to  make  the  work  and  the  instruction  it 
contains  of  general  interest,  and  extremely  useful  to 
all  classes — showing  the  principles  and  conduct  which 
promote  the  happiness  of  a  people — how  the  various 
modes  of  facilitating  an  interchange  of  the  products 
of  industry  among  the  different  nations  of  the  world 
have  arisen  with  the  growing  wants  of  an  increasing 
commerce,  etc.  etc. 

From  my  own  observation  of  the  total  want  of  this 
knowledge  among  young  men  who  go  up  to  our 
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Universities — their  inexperience  of  the  value  of  money, 
and  what  ought  to  be  had  in  exchange  for  it-- 
their  never  having  been  taught  to  reflect  or  exercise 
their  reasoning  faculties  in  matters  of  this  kind,  but 
rather  perhaps  being  taught  to  despise  it  —  I  am 
convinced  that  many  a  youth  has  been  from  pure 
ignorance  led  into  extravagance  and  debt,  which  lie 
has  had  to  regret  through  life,  and  I  hope  the  time  is 
coming  when  instruction  in  such  subjects  will  be 
thought  necessary  even  for  the  class  of  students  who 
are  looking  forward  to  an  university  education;  and 
that  in  the  Universities  themselves,  such  lessons  may 
not  be  lost  sight  of  as  a  part  of  their  own  teaching  ; 
the  good  results  of  which,  experience  as  a  clergyman 
convinces  me  would  soon  be  widely  felt  throughout 
the  country — in  a  better  knowledge  of  practical  life 
which  it  would  give  rise  to  among  my  clerical  brethren 
and  others  educated  there  ;  and  through  them,  among 
the  various  classes  of  society  over  which  they  have 
an  influence. 

This  work  is  the  result  of  a  sober  inductive  ex- 
amination into  the  subjects  on  which  it  treats,  and 
is  neither  written  nor  edited  from  any  love  of  book- 
making,  but  from  a  wish  to  assist  in  the  instruction 
of  others ;  and  it  is  the  wish  of  the  author  that  the 
profits  arising  from  its  publication  should  be  placed  in 
the  hands  of  Dr.  Lyon  Playfair  and  myself,  for  the 
encouragement  of  education. 

DEANERY,  HEBEFOED, 
yf/>rt7,1854. 


PREFACE 

TO  THE  THIRD  EDITION. 

:  sale  of  t\vo  Editions  of  this  work,  and  the  de- 

i  I  for  a  third,  show,  that  it  is  in  some  measure 

iling  the  purpose  for  which  it  was  intended,  and 

amongst  the  friends  of  education  there  exists  a 

.e  to  incorporate  the  knowledge  of  the  training 

advocated  in  the  education  given  in  our  common 

schools. 

It   has  long  been  a  matter  of  regret,   to   many 
:i03e  whose  efforts  are  directed  to  the  improve- 
it  of  popular  education,  that  Social  Economy  has 
been  one  of  the  subjects  taught  in  our  Training 
jls,  and  that  it  haB  not  been  classed  with  other 
Ttaut  subjects,  a  knowledge  of  which  is  thought 
-sary  for  the  well-qualified  schoolmaster. 
This,  also,  is  the  opinion  of  the  Commissioners 
appointed  to  inquire  into  the  state  of  popular  educa- 
tion in  England,  as  the  following  extract  from  their 
will  show.     After  giving  an  outline  of  the 
: -so  of  instruction,  both  in  reference  to  the  Govern- 
;  examination,  and  in  reference  to  practical  skill 
Aching  given  in  the  Training  Colleges,  they  add  : 
:t  we  feel  bound  to  state,  that  the  omission  of 
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one  subject  from  the  syllabus,  and  from  the  examina- 
tion papers,  has  left  on  our  minds  a  painful  impres- 
sion. Next  to  religion,  the  knowledge  most  impor- 
tant to  a  labouring  man  is  that  of  the  causes  which 
regulate  the  amount  of  wages,  the  hours  of  his  work, 
the  regularity  of  his  employment,  and  the  prices  of 
what  he  consumes.  The  want  of  such  knowledge 
leads  him  constantly  into  error  and  violence,  destruc- 
tive to  himself  and  to  his  family,  oppressive  to  his 
fellow-workmen,  ruinous  to  his  employers,  and  mis- 
chievous to  society.  Of  the  elements  of  such  know- 
ledge we  see  no  traces  in  the  syllabus,  except  the 
words,  '  Savings'  Banks,  and  the  Nature  of  Interest,' 
in  the  female  syllabus.  If  some  of  the  time  now 
devoted  to  the  Geography  of  Palestine,  the  Succession 
of  the  Kings  of  Israel,  the  "Wars  of  the  Eoses,  or 
the  Heresies  in  the  Early  Church,  were  given  to  Poli- 
tical Economy,  much  valuable  instruction  might  be 
acquired,  and  little  that  is  worth  having  would  be 
lost."*  And  one  of  their  recommendations,  on  page  546 
of  their  Eeport,  is, "  That  certain  alterations  be  made 
in  the  present  syllabus  of  studies,  and,  in  particular, 
that  more  attention  be  given  to  Political  Economy, 
and  other  subjects  of  practical  utility." 

The  neglect  of  this  subject  in  our  schools  is  no 

doubt,  in  some  measure,  owing  to  the  little  attention 

paid  to  it  by  School  Inspectors,  whether  of  the  Privy 

Council,  or  Diocesan ;  but,  it  is  to  be  hoped,  that  the 

*  Commissioners'  Report,  1861,  page  127. 
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opinion  above  expressed,  and  quoted  from  the  Eeport 
of  the  Commissioners,  may  have  some  weight,  not 
only  \vith  Inspectors  of  Schools,  but  with  all  those 
who  take  an  interest  in  the  welfare  and  happiness  of 
the  industrial  classes.* 

The  Preface  to  the  Eirst  Edition,  reprinted  in 
this,  shows  the  importance  the  Editor  attaches  to  the 
subjects  on  which  this  work  treats  as  a  brancli  of 
popular  education,  and  makes  it  unnecessary  on  his 
part  to  add  to  the  above  in  the  Preface  to  this 
Edition. 


*  On  this  subject  a  little   book,  "  Progressive   Lessons  in 
Social  Science,"  published  by  Smith  and  Elder,  will  be  found 
,     most  useful  to  the  teacher. 


DEIXEKV,  HEREFORD, 
May,  1861. 
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timts  of  Industrial 


INTHODUCTION. 

all  know,  for  we  all  feel,  that  we  could  not  live 
without  food,  clothing,  shelter,  and  fuel.  A  moderate 
supply  of  these  we  consider  the  "necessaries  of  life.'1 
But  in  order  to  preserve  health,  and  to  command 
means  of  amusement  and  relaxation  —  to  enjoy  life,  in 
short—  we  want  other  things  besides;  and  these  we 
call  "the  comforts  and  luxuries  of  life."  Many  of 
the  things  originally  looked  upon  as  luxuries  have 
long  passed,  among  civilized  people,  into  the  class  of 
necessaries.  If,  for  example,  we  who  live  at  the  pre- 
sent time  in  this  country  were  to  be  deprived  of  paper, 
books,  painting,  sculpture,  music,  glass,  soap,  gas,  and 
many  other  things  too  numerous  to  be  separately 
named,  we  should  feel  ourselves  to  be  deprived  of  most 
of  the  charms  of  existence,  and  of  the  securities  for 
well-being. 

Extending  our  thoughts  beyond  our  individual  selves 
and  our  immediate  neighbours,  to  the  inhabitants  of 
a  large  country,  let  us  fancy  for  a  moment  what 
would  become  of  them  if  they  were  to  be  suddenly,  in 
the  midst  of  winter,  deprived  of  those  large  stores  of 
what  we  call  the  necessaries  and  comforts  of  life  every- 
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where  accumulated.  They  would  soon  cease  to  livo. 
It  is  impossible  to  imagine  any  effort  ever  so  mighty 
or  ever  so  ingenious,  that  could  snatch  more  than  here 
and  there  a  few  individuals  from  death.  If,  instead  of 
imagining  the  instantaneous  destruction  of  all  the 
necessaries  and  comforts  of  life,  we  were  to  imagine 
the  sudden  cessation  of  all  efforts  to  replace  them 
while  they  were  being  consumed,  the  inroad  of  death 
would  be  quite  as  certain  and  general,  although  a  little 
deferred,  and  more  gradual. 

The  comfortable  existence,  both  of  individuals  and 
nations,  depends  upon  many  conditions,  two  of  which 
only  it  is  our  intention  to  treat  of  here.  These  two 
deserve  our  most  serious  attention.  The  first  is,  that 
there  must  be  a  store  of  what,  for  the  present,  we  are 
satisfied  to  call  the  necessaries  and  comforts  of  life, 
proportioned  to  the  number  of  the  people  to  be  main- 
tained. And  the  second  is,  that  while  this  store  is 
undergoing  consumption,  for  the  purpose  of  comfortable 
existence,  the  capacity  must  prevail,  and  efforts  must 
be  made,  at  the  least  to  replace  what  is  consumed,  so 
that  we  may  continue  to  live  henceforward  as  com- 
fortably as  before.  "We  say  that  efforts  must  be  made 
to  replace  what  is  consumed,  because,  as  everybody 
knows,  it  cannot  be  replaced  without  effort.  The 
nature  of  these  efforts,  the  forms  which  they  assume, 
the  arrangements  and  combinations  developed  under 
them,  and  the  results  which  they  achieve,  are  what  we 
call  the  "Phenomena  of  Industrial  Life,"  and  the  rules 
necessary  to  be  attended  to  in  making  these  efforts, 
are  what  we  call  the  "  Conditions  of  Industrial  Suc- 
cess ;"  and  it  is  the  exposition  of  the  phenomena  of 
industrial  life,  and  of  the  conditions  of  industrial 
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success  which  wo  propose  to  attempt  in  the  following 


At  our  entrance  upon  this  exposition,  however,  the 
very  moment  we  begin  to  examine  the  processes  and 
arrangements  of  industrial  life,  we  are  in  danger  of 
stumbling  against  some  most  perplexing  difficulties. 
We  find  a  whole  host  of  terms  in  daily  use,  the 
meanings  of  which  are  so  little  fixed,  that  one  is  fre- 
quently at  a  loss  how  to  convey  one's  own  meaning 
with  certainty,  or  to  make  sure  of  that  of  another. 
Many  of  these  terms  have  been  made  the  subjects  of 
much  unprofitable  controversy,  from  which  we  would 
gladly  escape.  Our  aim  is  to  investigate  the  nature 
rather  than  the  names  of  things.  As  our  investigation 
proceeds,  we  shall  see  the  necessity  for  names  where- 
with to  mark  and  register  such  tilings  and  classes  of 
things,  with  their  distinctive  qualities  and  uses,  as  we 
shall  wish  to  refer  to  again.  If  these  names  should, 
in  the  ordinary  intercourse  and  business  of  life,  be 
presented  to  us  as  the  terms  of  propositions  greatly 
differing,  from  those  propositions  of  the  truth  of  which 
we  seem  to  have  convinced  ourselves,  our  course  of 
investigation  will  be  an  admirable  preparation  for 
dealing  with  them  satisfactorily.  Knowing  that  one 
name  is  susceptible  of  application  to  more  things  than 
one,  and  knowing  that  things,  and  not  the  names  of 
things,  are  the  real  objects  of  interest,  we  shall  be 
careful  to  ascertain,  previous  to  engaging  in  discussion, 
what  are  the  things,  by  whatever  names  they  may  be 
represented,  on  which  we  are  invited  to  fix  our  atten- 
tion. 

There  is  only  one  of  these  terms,  "  money,"  of  which 
we  will  make  special  mention  here.     Thid  word  mt-ota 
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us  almost  everywhere,  and  the  confusion  introduced 
into  discussions  upon  the  phenomena  of  industrial 
life,  by  the  sanction  that  has  extended  to  it  numerous 
meanings,  some  literal,  some  figurative,  and  some 
indefinite,  may  be  taken  as  an  example  of  similar  con- 
fusion, arising  out  of  the  incautious  use  of  other 
terms.  We  hear  of  a  "money  market,"  that  money 
is  cheap  or  dear,  abundant  or  scarce,  tight  or  easy ; 
we  hear  of  people  who  make  or  lose  money,  hoard, 
squander,  or  employ  money;  all  kinds  of  evils  are 
attributed  to  want  of  money,  and  at  other  times  to  too 
much  money  and  too  great  love  of  money.  "We  are 
then  told  of  men  who  despise  money  and  hug  their 
money,  and  who  think  of  nothing  but  money,  while 
we  are  led  to  suspect  that  the  people  who  accustom 
themselves  to  talk  in  this  slip-shod,  fast-and-loose 
fashion,  think  of  nothing  at  all,  not  even  of  money. 

Now  money  has  many  and  important  functions.  It 
enters  into  almost  all  industrial  business.  Every  man's 
income,  from  whatever  source  derived,  is  estimated  in 
it.  Nevertheless,  the  income  upon  which  he  depends 
for  his  support  is  not  money !  He  neither  eats,  wears, 
nor  dwells  in  money !  In  short,  mankind  could  pro- 
vide and  enjoy  a  large  quantity  of  necessaries  and 
comforts,  if  the  use  of  money  had  never  been  thought 
of,  although  they  would  be  somewhat  puzzled  to  sup- 
port existence  if  provided  with  nothing  but  money. 
The  uses  and  applications  of  money  give  rise  to  some 
of  the  most  interesting  phenomena  of  industrial 
life.  These  must  be  investigated  and  expounded. 
But,  to  be  able  to  do  this  effectually,  other  investiga- 
tions and  expositions  must  have  precedence ;  and  we 
have  no  intention  of  discarding  or  of  attempting  to 
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discard  the  language  in  ordinary  use ;  although  in  con- 
forming to  it  we  wish  to  keep  free  from  confusion. 
In  treating  of  the  events  of  life  as  "  money-matters," 
we  would  avoid  treating  of  them  as  of  nothing  but 
jnoney-matters,  and  this  can  best  be  done  by  treating 
of  them,  in  the  first  instance,  as  if  money  and  its  appli- 
cations were  unknown.  When  we  afterwards  examine 
them  again  through  the  medium  of  money,  we  shall 
have  acquired  the  power  of  seeing,  through  this  me- 
dium, more  things  than  we  could  have  observed  before, 
and  on  our  guard  against  illusion  and  distortion,  we 
shall  approach  the  investigation  of  all  industrial 
phenomena  in  the  confident  expectation  of  making 
ourselves  acquainted  with  the  conditions  of  industrial 
success. 

The  absence,  in  the  earlier  stages  of  our  inquiries, 
of  all  the  ordinary  terms  which  meet  us  at  every  turn 
in  industrial  life,  will-  not,  after  this  explanation,  lead 
the  student  to  suppose  that  we  have  any  intention  of 
discarding  from  our  vocabulary  either  "  money"  or  any 
of  the  other  words  in  daily  use.  AVe  shall  merely 
defer  the  employment  of  them  till  the  necessity  for 
the  invention  of  them  or  of  others  in  their  place  shall 
be  shown  to  have  arisen.  There  are  two  methods  of 
dealing  with  the  subject  before  us :  the  one  is,  to  take 
up  at  once  with  all  the  words  current  in  treating  of 
the  phenomena  of  industrial  life,  and  then  to  define 
them ;  or,  to  investigate  and  then  to  name  the  pheno- 
mena, as  also  the  contrivances,  arrangements,  and 
combinations  to  which  they  give  rise,  and  the  distinc- 
tions which  deserve  to  be  noticed  and  recorded.  The 
latter  of  these  two  methods  seems  best  suited  to  our 
ut  purpose,  and  we  shall  adopt  it  accordingly. 
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INDUSTRY. 

IF  we  can  learn  what  we  must  do  in  order  to  secure 
the  means  of  future  subsistence,  we  shall  also  learn 
what  has  already  been  done  to  put  us  in  possession 
of  the  means  of  present  subsistence.  The  principal 
of  these  means  are  food,  clothing,  fuel,  and  shelter ; 
and  of  food,  our  chief  article  is  bread.  Let  us  ex- 
amine our  position  in  respect  of  this  one  article. 
"We  have,  perhaps,  a  stock  that  might  last  us  for 
three  or  four  days ;  during  these  three  or  four  days 
more  flour  must  be  made  into  bread.  We  have  a 
stock  of  flour  that  might  last  us  for  two  or  three 
months ;  during  this  period  more  wheat  must  be 
ground  into  flour.  We  have  a  stock  of  wheat  that 
might  last  us,  according  to  the  season  of  the  year, 
from  twelve  to  twenty  months ;  during  this  period  we 
must  till  the  earth,  sow  the  seed,  reap  and  thrash,  in 
order  to  procure  more  wheat.  Our  store  of  cooked 
meat  would  probably  last  as  long  as  our  stock  of 
bread.  More  meat  must  be  cooked  to  supply  the 
place  of  what  is  consumed.  Sheep,  oxen,  and  other 
animals  must  be  slaughtered  to  provide  more  meat ; 
and  to  replace  these,  others  must  be  reared  and  fed, 
and  the  land  must  be  cultivated  to  produce  the  food 
which  these  animals  consume  day  by  day. 

From  food,  let  us  turn  our  thoughts  to  clothing. 
We  may  suppose  ourselves  to  have  clothes  sufficient 
to  serve  for  six  months ;  during  this  period  we  must 
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work  at  cutting  and  fitting  the  cloth  and  otner  mate- 
rials already  prepared  for  the  purpose.  Spinning  and 
weaving,  tanning  and  dyeing,  must  proceed,  to  replace 
the  materials  thus  cut  up.  Sheep-shearing,  cotton- 
picking,  flax  and  hemp  dressing,  silk-winding,  and 
other  operations,  must  be  going  forward  to  supply  the 
raw  materials  for  future  manufacture,  themselves  to 
be  replaced,  as  fast  as  manufactured,  by  planting  and 
other  agricultural  work. 

Even  the  houses  which  shelter  us,  durable  as  they 
are,  compared  with  the  food  which  we  cat  and  the 
clothes  which  we  wear  out,  are  not  imperishable; 
some  are  of  long  standing,  others  are  more  modern. 
But  while  we  live  in  them,  the  process  of  decay  is 
slowly  but  surely  going  on  ;  and  if  we  would  not  be 
left  without  shelter,  we  must  be  attentive  to  repair. 
to  paint,  and  to  rebuild.  For  these  purposes  trees 
must  be  felled  and  sawn  up,  bricks  must  be  made, 
paints  manufactured,  and  slates  and  stones  quarried 
and  shaped. 

We  may  trace  back  in  the  same  way,  step  by  step, 
everytliing  that  has  to  be  done  to  replace  all  the  other 
necessaries  and  comforts  which  are  perpetually  dis- 
appearing while  they  minister  to  our  well-being.  The 
maintenance  of  our  furniture,  utensils,  and  tools 
depends  upon  the  continued  performance  of  all  those 
stages  of  work  that  descend  from  the  last  touch  or 
polish  that  specially  fits  them  for  use  to  the  first 
stroke  of  the  pick-axe  which  detaches  the  mineral 
from  the  earth. 

On  occasions,  when  we  have  no  object  in  dwelling 
upon  any  of  the  particular  operations  just  named,  or 
upon  some  of  the  many  others  that  we  have  left  un- 
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mentioned,  which  are  needful  to  procure  for  us  the 
means  of  future  subsistence,  and  yet  feel  the  wish  to 
fix,  examine,  and  communicate  our  thoughts  upon  the 
great  law  or  constitution  of  industrial  success  in- 
volved in  them,  we  make  use  of  one  word  which  ex- 
presses just  so  much  as  is  necessary  for  the  purpose. 
We  say,  "  man  must  work  or  labour  to  procure  the 
means  of  future  subsistence."  "To labour,"  in  fact, 
means  "to  plough,  to  weave,  to  build,"  etc.  And 
the  same  experience  which  teaches  that  man  must 
labour  in  order  to  procure  the  means  of  future  sub- 
sistence, also  teaches  that  his  present  existence  would 
be  impossible,  if  labour  had  not  been  performed  in 
the  past. 

It  may  be  remarked  that  there  are  many  persons 
who  do  not  labour,  and  that  there  were  many  persons 
also  who  did  not  labour  in  times  past ;  and  yet  we  do 
not  expect  that  the'  former  will  fail  to  share  in  the 
necessaries  and  comforts  of  life,  as  we  know  that  the 
latter  did  share.  This  is  true.  One  large  portion  of 
mankind  cannot  labour.  All  men  in  their  tender 
years  are  incapable  of  labour,  and  there  are  some 
who,  from  defective  organization,  or  other  causes,  are 
ever  incapable.  Nevertheless,  all  these,  the  young 
and  the  impotent,  subsist  upon  the  produce  of  past 
labour,  and  their  future  subsistence  depends  upon 
present  and  continued  labour.  If  nobody  had  worked 
in  the  past,  nobody  could  subsist  now ;  and  if  labour 
were  discontinued,  the  means  of  subsistence  would 
soon  disappear.  Prom  one  conclusion  there  is  no 
escape,  and  that  is,  that  in  proportion  as  the  number 
is  great  of  those  who  have  not  laboured,  must  the 
performance  of  those  who  did  labour  have  been  cffec- 
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tive ;  and  in  proportion  to  the  number  of  those  among 
us  now  who  perform  no  labour,  must  be  the  produc- 
tive power  of  those  who  perform  the  whole. 

There  always  must  be  a  considerable  proportion  of 
mankind  incapable  of  labour.  The  truth  of  this  pro- 
position is  unquestionable ;  it  is  also  true  that  there 
are  many  who  are  not  incapable,  who  either  do  not 
labour  at  all,  or  whose  labour  is  far  short  of  that 
which  is  performed  by  others  to  whom  they  are  equal 
in  strength.  There  are,  besides,  some  of  those  inca- 
pable of  labour  who  have  become  so,  not  unavoidably, 
but  from  causes  which  might  have  been  prevented. 
AW  will  defer  awhile  the  consideration  of  the  causes 
which  occasion  so  many  of  those  capable  of  labour 
to  perform  none,  and  which  induce  incapacity  where 
it  might  be  prevented.  For  the  present,  we  would 
only  point  attention  to  the  fact  that  whether  the  num- 
ber of  the  non-workers  be  large  or  small,  avoidable 
or  unavoidable,  their  future  subsistence  must  be  de- 
pendent upon  the  labour  of  those  who  are  working, 
as  their  present  subsistence  is  derived  from  the  labour 
of  those  who  have  worked. 

A  portion  of  those  who  do  not  labour — the  young 
—may  be  better  employed  in  fitting  themselves  for 
future  work  than  in  attempting  present  work.  If, 
while  living  on  the  produce  of  other  people's  labour, 
they  increase  their  own  productive  power,  and  after- 
wards exert  it,  they  add  more,  eventually,  to  the  general 
stock  of  necessaries  and  comforts,  than  they  subtract 
from  it  in  the  beginning.  Taking,  however,  the  adult 
and  infant,  the  capable  and  incapable,  the  workers  and 
non-workers,  together,  the  larger  the  number  of  those 
who  are  not  labouring  and  preparing  to  labour,  the 
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severer  must  be  the  work  of  those  upon  whom  the 
whole  labour  devolves. 

We  are  now  prepared  to  state,  as  one  of  the  results 
of  our  investigation,  that  it  appears  to  be  indispen- 
sable for  the  well-being  of  mankind  that  the  ability 
and  disposition  to  labour  should  prevail  widely.  We 
have  a  name  for  those  men  who  labour  cheerfully  anc 
assiduously — we  call  them  "industrious."  We  say 
they  possess  industry.  Industry,  accordingly,  is  one 
of  those  qualities  which  we  admire  and  love  to  ob- 
serve and  to  encourage  in  others,  and  which  all  gooc 
men,  especially  the  young,  strive  to  cultivate  in  them- 
selves. We  number  it  among  the  virtues,  because  ii 
conduces  to  the  general  well-being.  Another  adjec- 
tive, "  industrial"  (pertaining  to  the  production  o: 
the  necessaries  and  comforts  of  life),  has  been  formec 
from  the  same  word.  We  call  labour  and  employ- 
ment industrial,  when  we  wish  to  distinguish  them 
from  other  kinds  of  labour  and  employment ;  and  in 
the  same  way  we  speak  of  industrial  life,  and  also  o 
industrial  success,  one  of  the  foremost  conditions  o 
which  is  "industry." 


LESSON  II. 

KNOWLEDGE  AND  SKILL. 

IT  is  quite  impossible  to  conceive  how  any  student 
of  the  "  Conditions  of  Industrial  Success"  can  avoid 
convincing  himself  that  industry  is  one  of  these  con- 
ditions. But  it  is  scarcely  less  difficult  to  conceive 
how  he  can,  while  pursuing  the  investigations  which 
lead  to  that  conviction,  avoid  seeing  that  industry  by 
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itself,  unassisted  by  any  other  agency,  could  do  but 
little  towards  accomplishing  the  object  aimed  at. 

The  savage  exerting  himself  to  procure  food,  and 
•who  can  do  no  more  than  run  down  his  prey  or  strike 
it  with  a  stone  or  other  rude  missile,  is  much  less  suc- 
cessful in  effecting  his  purpose  than  the  modern  Euro- 
pean, who,  having  domesticated  the  animals  best  suited 
to  supply  him  with  nourishment,  can,  by  cultivating 
the  earth,  procure  abundance  of  vegetable  food  both 
for  himself  and  for  the  animals  on  whose  flesh  he 
partly  subsists  throughout  the  year.  A  similar  con- 
trast would  present  itself,  were  we  to  extend  our  ob- 
servations to  the  different  efforts  of  the  savage  and 
the  modern  European  for  the  purpose  of  procuring 
clothes,  shelter,  and  fuel.  The  causes  of  the  supe- 
riority in  directing  industry  which  distinguishes  the 
modern  European,  and  which  makes  his  labour  so 
much  more  productive  than  that  of  the  savage,  are 
what  we  call  "  knowledge." 

There  is  another  accompaniment  of  industry,  some- 
thing so  closely  united  with  knowledge  as  often  to 
appear  inseparable  from  it.  In  order  to  be  as  success- 
ful as  possible,  the  industrious  man  must  not  only 
know  when  and  where  to  direct  his  labour,  but  how 
to  apply  it.  When  he  has  supplied  himself  with 
spear,  bow  and  arrow,  and  rifle,  he  must  be  able  to 
take  aim.  The  uses  of  the  fishing-rod  and  net,  of  the 
spade  and  plough,  of  the  saw  and  chisel,  of  the  oar, 
the  sail,  and  the  rudder,  must  not  only  be  known,  but 
the  ability  to  use  them  must  be  acquired,  and  acquired 
in  perfection,  if  man  would  realize  from  them  all  the 
advantages  which  they  are  capable  of  helping  him  to. 
To  this  ability  of  applying  the  resources  prodered  by 
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knowledge  in  aid  of  industry  a  name  has  also  been 
given—"  Skill." 

Surrounded,  as  we  are,  in  our  own  times  and  in  our 
own  country,  with  the  wonderful  achievements  of  in- 
dustry, in  alliance  with  knowledge  and  skill,  we  must 
look  to  other  times  and  other  parts  of  the  globe  for 
evidence  of  what  labour,  unaided  by  knowledge  and 
skill,  is  able  to  accomplish.  The.  narratives  of  his- 
torians and  travellers  supply  this  evidence  in  abun- 
dance. But  an  exploring  excursion  to  a  few  of  the 
departments  of  industrial  employment  will  throw  still 
more  light  upon  the  mighty  difference  between  what 
labour,  aided  by  knowledge  and  skill,  is  able  to  pro- 
duce, and  what  could  possibly  be  produced  by  labour 
without  the  aid  of  such  auxiliaries. 

Let  us  visit  a  farm.  "We  observe  beautiful  fields 
of  wheat  and  other  grain,  and  of  roots  and  grasses. 
We  happen  to  know  that  green  food  is  abundant, 
while  grain  is  somewhat  scarcer  than  usual.  In  our 
ignorance,  we  ask  the  farmer  why,  under  such  circum- 
stances, he  had  not  grown  more  corn  and  less  clover ; 
to  which  he  replies,  "  I  had  an  excellent  crop  of  barley 
last  year,  where  you  see  that  luxuriant  clover.  Had 
I  sown  the  field  with  wheat  or  barley,  I  should 
now  probably  see  a  thin  and  sickly  crop,  that  would 
not  repay  the  labour  of  reaping ;  whereas,  yonder  stack 
of  clover  has  already  come  off  this  field,  leaving  the 
promise  of  another  nearly  as  good,  and  a  fair  bite  for 
the  sheep  afterwards."  Our  inquiries  make  us  ac- 
quainted with  the  attention  he  pays  not  only  to  the 
rotation  of  his  crops,  but  to  the  selection  of  his  seed 
and  manures,  and  to  the  breeds  and  the  feeding  and 
'housing  of  his  cattle.  He  points  out  to  us  the  man 
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upon  whom  be  relics  for  the  care  and  management  of 
liis  live  stock.  This  man  is  fond  of  the  animals,  and 
they  are  as  much  attached  to  him.  He  understands 
their  habits,  and  everything  essential  to  their  keep 
in  health  and  to  their  treatment  in  disease.  At  the 
plough  and  field  labour  he  is  not  to  be  compared  to 
the  man  whom  you  see  at  the  other  side  of  the  hedge. 
What  a  furrow  that  man  draws !  You  could  not 
make  a  straighter  line  with  your  pencil  and  ruler. 
The  farmer  would  laugh  at  us  if  we  were  to  ask  him 
why  he  does  not  grow  beet-root  for  sugar,  and  coffee, 
tea,  and  cotton.  He  would  think  we  ought  to  know 
that  a  larger  quantity  of  sugar  can  be  obtained,  with 
the  same  amount  of  labour,  in  a  different  manner; 
and  that  the  growth  of  coffee,  tea,  and  cotton,  being 
unsuited  to  our  climate,  the  industrious  man  who 
should  attempt  to  act  in  defiance  of  the  peculiarities 
of  plants  and  climate,  would  have  to  suffer  the  penalty 
of  his  ignorance  or  recklessness. 

While  we  contemplated  and  admired  all  his  tools, 
from  the  humble  spade  and  rake  up  to  the  ploughs  of 
various  shapes  and  sizes,  to  the  harrows  and  rollers, 
to  his  drilling  and  thrashing  machines,  and  to  his 
movcable  steam-engine,  our  thoughts  could  not  but 
wander  back  to  the  crops  gathered  in  by  the  ancient 
Briton  who  may  have  occupied  the  same  spot  of 
ground,  and  we  could  not  avoid  making  a  comparison 
tatween  them  and  those  of  the  well-informed  and 
skilful  man  whose  farm  we  had  the  gratification  of 
visiting. 

Turn  in  what  direction  we  will,  after  quitting  the 
farm  where  we  have  observed  the  methods  adopted  by 
industry,  knowledge,  and  skill  in  combination,  to  pro- 
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duce  abundance  of  the  raw  material,  out  of  which  arc 
extracted  and  manufactured  the  necessaries  and  com- 
forts of  life,  we  are  met  by  never-ending  proofs  of  the 
increased  power  imparted  to  industry  by  knowledge 
and  skill.  "We  want  our  wheat  transformed  into 
palatable  food.  Knowledge  aids  industry  to  a  mill, 
the  revolving  stone  in  which  is  moved  by  water,  wind, 
or  steam.  The  wheat  is  ground,  the  flour  is  separated 
from  the  bran,  and  the  baker,  with  his  oven,  completes 
the  work.  "We  want  our  wool  and  flax  transformed 
into  garments.  Again  knowledge  and  skill  enable 
industry  to  apply  the  motive  power  of  steam  to  the 
processes  of  spinning  and  weaving,  preparatory  to  the 
labour  of  the  tailor  and  sempstress.  In  like  manner, 
we  may  follow  the  skins  of  the  various  animals  slaugh- 
tered for  food  to  the  tanners  and  curriers,  who,  re- 
spectively armed  with  their  special  knowledge  and 
skill,  hand  over  to  the  shoe  and  harness  maker  the 
material  on  which  their  intelligent  and  skilful  labour 
is  to  be  exercised. 

There  is  other  raw  material  besides  what  comes 
from  the  farm.  There  is  the  produce  of  the  mines 
and  of  the  clay-fields  and  sand-beds :  of  mines,  that 
would  be  inaccessible  if  the  power  of  steam  could  not 
be  brought  to  drain  them ;  of  stiff  fields  and  sandy 
wastes,  which  would  be  despised  but  for  the  knowledge 
and  skill  that  are  able  to  convert  clay  and  sand  into 
earthenware  and  glass.  Many  of  the  articles  of  dress 
and  furniture  in  daily  use  are  made  from  materials 
which  are  only  to  be  found  far  apart  from  one  another, 
and  which  accordingly  must  be  brought  together. 
"Wind  and  steam  again  lend  their  power,  under  the 
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guidance  and  control  of  knowledge  and  skill,  to  bring 
this  about,  by  moving  our  ships  and  railway  trucks. 
There  are  difficulties  to  be  overcome  in  order  to  make 
materials  unite  after  they  have  been  brought  toge- 
ther. The  chemist  and  electrician  come  to  the  rescue. 
The  researches  and  experiments  made  in  their  studies 
and  laboratories  have  shown  where  union  can,  and 
where  it  cannot  be  effected,  and  the  combining  pro- 
portions of  different  materials.  Finally,  the  magnetic 
needles  communicate,  the  wants  and  transmit  the  in- 
formation, without  which  success  would  be  deferred, 
or  might  even  be  prevented. 

Even  this  very  cursory  glance  at  the  part  played 
by  knowledge  and  skill  in  industrial  life  must  be 
more  than  sufficient  to  convince  all  reflecting  persons 
that  twenty  millions  of  inhabitants  could  not  exist 
in  this  island,  if  past  labour  had  not  been  greatly 
aided  by  knowledge  and  skill.  The  same  aids  to 
labour  are  just  as  much  required  to  enable  this  num- 
ber to  live  in  the  future.  There  are  many,  unfor- 
tunately, whose  participation  in  the  general  know- 
ledge and  skill  is  exceedingly  slight.  Their  labour  is 
inadequate  to  replace  the  whole  of  what  they  con- 
sume. Of  these,  some,  through  defective  organization 
or  other  causes,  have  never  been  capable  of  acquiring 
either  knowledge  or  skill ;  others,  through  the  neglect 
of  wlii eh  they  were  the  victims  in  infancy  or  child- 
hood, have  never  been  taught,  nor  even  trained  to  the 
!y  of  learning;  and  they  may  be  considered 
almost  as  much  shut  off  from  knowledge  and  skill  as 
if  they  had  been  born  defectively  organized.  The 
means  of  subsistence  for  individuals  and  classes  thus 
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unfavourably  circumstanced  must  be  provided — par- 
tially,  at  all  events — by  the  knowledge  and  skill  of 
their  more  fortunate  countrymen. 

When  the  industrious  man  directs  his  work  to  use- 
ful objects  and  in  the  best  manner,  wo  call  him  in- 
structed and  skilful ;  we  say  he  possesses  the  qualities 
of  knowledge  and  skill.  We  admire  and  are  glad  to 
encourage  these  qualities  in  others ;  and  if  we  would 
participate  in  the  well-being  derivable  from  an  abun- 
dance of  the  necessaries  and  comforts  of  life,  from 
the  affection  and  esteem  of  our  neighbours  and 
friends,  and  from  our  own  self-respect,  we  ought  to 
cultivate  these  qualities  in  ourselves.  The  suffering 
from  a  deficiency  of  these  qualities  in  some  may  be 
mitigated  by  their  luxuriance  in  others.  But  an  abun- 
dance of  the  necessaries  and  comforts  of  life  is  in- 
compatible with  a  universal  want  of  them.  More- 
over, since  a  certain  amount  of  knowledge  and  skill 
was  requisite  to  bring  together  the  means  of  subsist- 
ence, which  enable  us  to  exist  in  our  present  num- 
•bers,  that  amount  of  knowledge  and  skill  must  be 
maintained,  or  we  shall  be  unable  to  replace  what  we 
consume ;  but  if  we  would  continue  to  advance  in 
numbers  and  well-being,  our  knowledge  and  skill 
must  be  increased,  and,  what  is  of  still  greater  ur- 
gency, must  be  imparted  to  that  large  portion  of  man- 
kind hitherto  excluded  from  them  ;  for  whatever  may 
have  been  the  mistaken  sentiments  with  regard  to 
knowledge  and  skill,  we  no  longer  hesitate  to  include 
them  among  the  "  Conditions  of  Industrial  Success." 
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ECOXOilT. 

INDUSTEY,  knowledge,  and  skill  are  indispensable  to 
the  production  of  an  abundance  of  the  necessaries 
and  comforts  of  life ;  but  the  production  of  the 
necessaries  and  comforts  of  life  is  not  the  ultimate 
object  of  man  in  applying  his  labour.  He  produces 
to  enjoy ;  and  to  enjoy  he  must  not  only  produce,  but 
he  must  possess  in  such  a  way  as  always  to  have  the 
means  of  satisfying  his  wants  and  gratifying  his 
tastes.  The  wants  of  man  may  be  said  to  require  an 
incessant  supply  of  the  products  of  industry.  He 
wants  clothing  always  ;  shelter  must  ever  be  ac- 
cessible, and  his  recurring  appetite  calls  for  a  supply 
of  food  three  or  four  times  a  day,  throughout  the 
year.  In  most  parts  of  the  globe  there  is  but  one 
harvest  of  corn  each  year,  and  corn  forms  by  far  the 
larger  part  of  man's  food.  During  some  months  of 
the  year  the  earth  may  be  said  to  hold  its  producing 
power  in  suspense.  If,  then,  man's  wants  are 
continuous,  and  his  capacity  to  produce  inter- 
mittent, it  is  clear  that  he  must  do  something  more 
than  labour,  in  order  to  possess  at  all  times  the 
means  of  satisfying  his  wants — he  must  save.  By 
exercising  his  power  of  self-restraint,  he  must  make 
one  harvest  supply  the  cravings  of  three  or  four 
appetites,  recurring  three  hundred  and  sixty-five 
times  during  the  year. 

Yet  more  care  for  the  future  is  needed.     Harvests 
are   often   deficient,   sometimes    very    deficient,    and 
several  weeks  later  than    usual.     To  secure  an  UH- 
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interrupted  supply,  accordingly,  there  must  be  saving, 
not  only  from  one  harvest  to  another,  but  saving  suffi- 
cient to  provide  against  danger  from  the  lateness  and 
deficiency  of  future  harvests.  The  necessity  of  saving, 
or  of  refraining  from  the  immediate  consumption  of 
what  has  bejen  produced,  is  equally  manifest  in  regard 
to  almost  every  vegetable  and  animal  substance  upon 
which  man  habitually  exercises  his  industry  in  order 
to  supply  his  wants.  The  various  roots  which  have 
been  selected  as  articles  of  food  are  greatly  affected 
by  the  vicissitudes  of  the  seasons.  These  same 
vicissitudes  act  upon  animal  life,  and  upon  the 
vegetable  food  which  sustains  that  life. 

The  reasons  here  presented  for  self-restraint,  or 
saving,  are  consequent  upon  the  intermittent  and  un- 
certain yield  of  the  substances  to  the  production  of 
which  man  directs  his  labour.  But  when  to  the 
infirmities  of  the  seasons  we  add  his  own,  the  necessity 
of  saving  is  seen  to  be  still  stronger.  The  prostra- 
tion and  decay  of  power  during  illness  and  old  age, 
while  they  incapacitate  for  labour,  do  not  make 
a  supply  of  the  products  of  industry  less  needful ;  and 
this  supply,  to  meet  the  wants  of  illness  and  old  age, 
is  not  obtainable  except  from  the  savings  of  what 
health  and  youth  have  produced. 

If  it  were  to  be  suggested  that  the  supply 
of  the  wants  of  the  sick  and  aged  might  be 
charged  upon  the  healthy  and  young,  the  call 
for  self-restraint  or  saving  would  not  be  the 
less  needful.  We  should  merely  have  to  decide 
whether  it  would  be  more  conducive  to  the  general 
welfare  that  each  individual  should  feel  himself 
bound  to  provide  by  saving  for  his  own  wants  during 
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sickness  aiid  old  age,  or  that,  while  he  transferred  to 
others  the  duty  of  supplying  these  wants,  he  should 
take  upon  himself  the  supply  of  theirs. 

More  than  enough  is  presented  in  these  considera- 
tions to  satisfy  us  how  indispensable  a  habit  of  saving 
is  to  the  well-being  of  individuals  and  communities. 
But  there  are  others  which  ought  not  to  be  passed 
without  some  notice.  The  productiveness  that  in- 
dustry has  acquired,  by  calling  in  the  assistance  of 
knowledge  and  skill,  has  been  already  observed  upon. 
Let  us  name  merely  a  few  of  the  material  forms  which 
their  combined  forces  have  assumed — docks,  railways, 
canals,  and  all  descriptions  of  steam  machinery. 
Without  saving,  such  constructions  would  have  been 
impossible.  Their  very  cost  is  to  be  measured  by  the 
quantity  of  the  saving  from  the  products  of  previous 
labour  consumed  in  their  formation  ;  their  usefulness 
by  the  quantity  of  the  necessaries  and  comforts  of  life 
which  they  enable  man  to  produce,  compared  with 
the  quantity  which  he  consented  to  set  aside,  in  order 
to  construct  them. 

If  to  save  be  essential  to  the  accumulation  of  that 
abundance  of  the  necessaries  and  comforts  of  life, 
without  which  no  country  can  be  either  densely  or 
happily  peopled,  if  even  existence  without  saving  be 
impossible  in  most  countries,  we  may  be  asked  how  it 
happens  that  there  are  so  many  who  notoriously  do 
not  save  and  never  have  saved,  and  yet  exist.  The 
answer  is  obvious — they  subsist  upon  what  others 
have  saved.  How  they  become  possessed  of  other 
people's  savings  shall  be  examined  into  presently. 
Meanwhile,  the  fact  of  their  existing  without  any 
savings  of  their  own  is  not  at  all  in  contradiction 
o2 


20  ECONOMY. 

•with  what  we  are  compelled  to  receive  as  a  condition 
of  existence.  It  is  not  affirmed  that  every  man  must 
save,  in  order  that  every  man  may  exist ;  but  it  is 
affirmed  that  the  aggregate  number  of  people  in  exist- 
ence cannot  but  depend  upon  the  aggregate  savings ; 
in  other  words,  upon  the  quantity  of  the  necessaries 
and  comforts  of  life  prepared  for  their  sustenance.  If 
nobody  saved,  in  most  regions  of  the  earth  nobody 
could  live ;  and  the  larger  the  number  of  those  who 
do  not  save,  the  larger  must  be  the  savings  of  those 
who  do  save. 

With  saving  as  with  working,  a  large  portion  of 
mankind,  the  very  young  and  the  impotent,  cannot 
save.  There  are  others,  besides,  whose  habits  are 
such  that  they  cannot  bring  themselves  to  practise 
the  abstinence  from  immediate  consumption,  which 
constitutes  saving.  They  cannot  bring  themselves  to 
do  what  all  intelligent  people  know  to  be  essential  to 
individual  happiness  and  to  the  welfare  of  society,  and 
what  all  well-disposed  people  feel  it  to  be  their  duty 
to  do.  This  perversity  of  conduct,  so  far  as  it  does 
not  originate  in  a  deficiency  of  intellect,  indicates 
want  of  knowledge  and  misdirection  of  habits ;  and 
as  knowledge  and  good  habits  do  not  come  of  them- 
selves, but  are  the  result,  in  a  great  measure,  of  adult 
effort  in  behalf  of  infancy  and  childhood,  we  may 
safely  affirm  that  deficiency  in  respect  of  either  is  very 
often  attributable  to  neglect  of  industrial  teaching  and 
industrial  training. 

The  extent  to  which  teaching  and  training  can 
create  habits  of  saving  or  self-denial  will  be  seen,  by 
comparing  the  conduct  of  any  one  who  would  pasa 
muster  as  a  fair  sample  of  a  well-informed  and  prudent 
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man  with  that  of  an  untutored  savage.  Place  them 
in  situations  where  each  has  food  enough  for  six 
months,  but  no  certainty  of  being  able  to  procure  more 
during  the  following  six  months.  The  knowledge  and 
habits  of  the  former  would  lead  him,  under  such  cir- 
cumstances, to  put  himself  upon  half  allowance  at 
once.  The  ignorance  and  unbridled  appetite  of  tho 
latter  would  induce  him  to  spare  nothing.  Further 
than  this,  the  estimate  of  the  future  makes  up  so 
much  of  the  prudent  man's  present  enjoyment,  that  to 
compel  him  to  consume  during  six  months  what  he 
knows  ought  to  serve  for  twelve,  would  be  to  make  him 
miserable.  Whereas,  nothing  short  of  compulsion,  of 
forcible  curtailment  of  his  present  enjoyment,  would 
suffice  to  save  the  untutored  savage  from  future 
starvation. 

"When  a  man  has  acquired  the  habit  of  saving,  of 
being  constantly  prepared  to  forego  a  present  in- 
dulgence for  the  sake  of  a  greater  future  enjoyment, 
or  to  ward  off  future  suffering,  or  when  the  habit  is 
exercised  as  a  means  of  providing  some  implement  to 
augment  the  productiveness  of  his  industrial  efforts,  we 
call  him  a  saving  or  economical  man,  and  we  say  that 
he  possesses  the  quality  of  economy.  AVe  can  have  no 
hesitation  in  enumerating  this  quality  among  the 
virtues,  inasmuch  as  its  prevalence  is  indispensable  for 
individual  and  national  well-being ;  and  also  among  the 
conditions  of  industrial  success,  since,  without  its  aid, 
industry,  knowledge,  and  skill  will  be  comparatively 
powerless. 
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WEALTH. 

AN  attentive  Survey  of  the  whole  catalogue  of  things 
in  use  to  sustain  and  adorn  existence,  will  convince  us 
how  small  a  portion  of  them  is  obtainable  without 
labour  in  alliance  with  knowledge,  skill,  and  economy. 
The  earth  we  stand  upon,  the  air  we  breathe,  the 
water  we  drink,  and  much  besides,  are,  it  is  true,  no 
products  of  human  labour ;  nor  does  man's  labour,  as 
far  as  we  know,  add  to  or  subtract  from  the  weight  or 
dimensions  of  the  earth,  or  alter  the  number  or  pro- 
portion of  the  elements  of  which  it  is  constituted. 
The  clear  perception  of  what  man  really  does,  when  he 
produces,  will  well  repay  a  small  outlay  of  attention 
and  reflection. 

"When  it  is  said  that  man  produces,  it  must  not  be 
supposed  that  he  creates  by  his  labour.  He  cultivates 
the  ground ;  that  is,  he  breaks  it  up,  he  manures  it, 
and  he  sows  it.  He  may  do  all  these  things,  and 
obtain  a  crop  or  fail  to  obtain  one,  according  to  his 
knowledge  of  and  attention  to  the  natural  adaptation 
of  climate  and  soil .  to  the  growth  of  the  particular 
plant  from  which  he  hopes  to  gather  in  a  crop.  His 
labour  having  been  directed  with  the  requisite  know- 
ledge and  skill,  the  seed  germinates  because  the  appro- 
priate moisture  and  temperature  are  at  hand  to  pro- 
mote germination;  and  the  plant  grows  vigorously, 
because  the  gases  and  salts  out  of  which  its  substance 
has  to  be  built  up  abound  in  the  soil  where  the  seed 
is  sown.  It  thus  appears,  that,  for  a  farmer  to  pro- 
duce or  to  cultivate  successfully,  his  business  is  to 
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move  the  ground,  to  apply  the  manure,  and  to  sow  the 
seed.  These  works  of  the  farmer  have  then  to  await 
the  action  of  that  vegetating  power  which  exists  in 
various  forms  all  over  the  earth,  ever  ready  to  promote 
or  to  thwart  the  efforts  of  man,  according  to  the  judg- 
ment with  which  he  directs  them.  We  must  bear  in 
mind  that  the  effect  of  these  combined  forces  is  to 
produce  no  elements  in  addition  to  those  already 
existing,  but  a  combination  of  elements,  different  to 
that  which  would  otherwise  prevail— a  combination 
more  favourable  to  satisfy  the  wants  and  gratify  the 
tastes  of  man. 

Passing  from  the  labour  of  the  farmer  to  that  of 
the  manufacturer,  we  see  continued  proofs  of  similar 
results  of  labour — no  addition  to  the  quantity  of  matter, 
but  a  different  arrangement  of  matter — one  better 
suited  to  man's  purposes.  Wheat  is  converted  into 
bread;  cotton,  flax,  and  hemp  into  calico,  linen,  and 
cordage ;  sheep  and  cattle,  in  combination  with  other 
substances,  into  textile  clothing  and  furniture,  leather 
and  glue,  soap  and  candles.  The  various  earths  and 
minerals,  under  the  influence  of  manufacturing  in- 
dustry, assume  the  form  of  glass  and  crockery,  bricks 
and  tiles,  tools  and  utensils.  Similar  efforts,  combined 
with  those  of  the  carrier  by  land  and  water,  bring 
stone  and  slate  from  the  quarries  to  the  walls  and 
roofs  of  our  dwellings  and  public  buildings,  and  to  the 
thoroughfares  of  our  towns.  The  coal  by  like  agency 
is  first  dug  out  of  the  earth,  and  then  transported  and 
distributed  over  the  whole  country,  to  dispel  the 
damps  and  chills  from  our  homes,  to  cook  our  food, 
and,  through  the  medium  of  gas-works  and  iron  con- 
duits, to  furnish  us  with  a  source  of  light  ever  ready 
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to  save  us  from  the  danger  and  inconvenience  of  dark- 
ness. Water  also  is  lifted  and  diverted,  by  the 
resources  of  industry  and  science,  out  of  those  channels 
where  it  might  be  useless  or  even  hurtful,  into  our 
towns  and  dwellings,  where  it  conduces  to  cleanliness, 
comfort,  and  health. 

Of  the  many  things,  and  forms  and  combinations 
of  things,  by  which  we  find  ourselves  surrounded, 
from  the  air  that  circulates  freely  among  us  to  the  gas 
that  we  keep  under  control — from  the  granite  rocks 
remote  from  the  dwellings  of  man,  to  the  bridges  and 
statues  that  have  been  hewn  out  of  them — from  the 
water  in  the  river,  to  that  on  every  floor  of  our  houses — 
from  the  iron  ore  to  the  iron  rail — we  can  discriminate 
between  those  which  are  to  be  had  where  and  when 
they  are  wanted,  and  in  the  quantities  wished  for, 
without  labour,  and  those  which  can  only  be  obtained 
in  the  desired  quantities,  at  the  times  when  and  in 
the  places  where  they  are  wanted,  by  means  of  labour. 
The  first  are  quite  as  necessary  to  our  comfortable 
existence  as  the  second.  But  we  take  little  heed  of 
the  former,  except  to  enjoy  them;  whereas,  of  the 
latter  we  take  great  heed,  or  we  should  never  have  the 
opportunity  of  enjoying  them.  They  must  seldom  be 
absent  from  our  thoughts:  we  need  to  contrive,  to 
deliberate,  to  confer  about  them;  and  to  facilitate 
these  operations  we  have  fixed  upon  a  collective  name 
— Wealth — by  which  to  designate  them.  [Reversing 
the  order  by  which,  from  our  great  interest  in  a  class 
of  objects,  we  were  led  to  appropriate  a  name  to  them, 
we  may  from  the  name  proceed  to  the  particulars 
embraced  by  it ;  and  then  we  say  that  by  "wealth" 
we  mean  the  produce  of  labour.  The  individual  arti- 
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cles  of  which  wealth  consists  have,  of  course,  their 
individual  names  attached  to  them,  and  they  are  also 
designated  by  other  general  names,  as,  merchandize, 
goods,  and  commodities :  the  latter  term  being  very 
commonly  met  with  in  books  which  treat  of  industrial 
subjects.  Abundance  of  wealth  is  the  test  of  indus- 
trial success,  and  among  the  conditions  of  this  success ,. 
as  we  have  seen,  industry, knowledge,  skill,  and  economy 
cannot  possibly  be  omitted. 

In  striving  for  an  abundance  of  wealth,  the  qu  alitics 
of  the  various  items  of  which  it  is  to  consist  deserve 
very  attentive  consideration.  The  commodities  which 
constitute  our  food,  clothing,  furniture,  and  shelter 
should  be  adapted,  as  well  as  the  state  of  our  know- 
ledge permits,  to  supply  those  wants  of  our  nature 
common  to  man  in  every  part  of  the  globe,  and  to 
supply  those  wants  which  are  modified  by  variety  of 
soil  and  climate,  and  by  the  succession  of  the  seasons. 
What  are  the  qualities  most  desirable  in  commodities, 
and  how  they  are  to  be  attained,  will  be  more  appro- 
priately studied  in  books  specially  prepared  for  the 
purpose,  and  in  the  laboratory,  workshop,  or  other 
industrial  school.  To  one  quality  only — the  durability 
of  commodities — will  we  here  invite  attention. 

If  all  commodities  were  as  perishable  as  certain 
vegetable  products  which  form  a  portion  of  the  habitual 
food  of  man,  their  abundance  would  be  impossible. 
To  save  that  which  must  speedily  decay  or  corrupt  if 
left  unconsumed  would  be  absurd.  Economy  could 
not  conduce  to  abundance,  since  there  would  be  no- 
thing for  economy  to  exercise  itself  upon.  It  happens, 
however,  that  a  wide  scope  is  presented  to  mail,  in  the 
exercise  of  his  industry,  for  the  production  of  commo- 
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dities  capable  of  serving  for  future  times  far  distant, 
as  well  as  for  the  present.  Our  buildings  and  the 
parts  of  which  they  consist,  our  furniture,  utensils 
and  tools,  and  industrial  contrivances  in  general,  afford 
ample  evidence  of  the  durability  of  many  of  the  com- 
modities which  the  experience  of  ages  has  enabled  man 
to  produce  and  accumulate. 

One  of  the  difficulties  that  man  has  had  to  encounter, 
in  his  attempt  to  secure  for  himself  abundance  of 
wealth,  has  been  in  respect  of  the  commodities  which 
constitute  his  food.  A  very  large  proportion  of  them 
are  in  their  nature  so  liable  to  decay  or  corruption,  as 
not  to  admit  of  their  being  preserved  for  more  than  a 
year.  Potatoes  may  be  taken  as  a  sample  of  this 
class  of  commodities.  The  less  perishable  articles 
of  food  are  j  wheat  and  other  grain,  and  the  dried 
grasses— the  former  destined  to  replace  the  bread  con- 
sumed day  by  day,  the  latter,  the  mainstay  of  the 
cattle  throughout  the  winter  months.  Deprived  of 
these,  we  should  be  the  victims  of  perpetually  recur- 
ring famine,  unless  the  progress  of  knowledge  were  to 
develope  some  equally  available  substitute.  No  amount 
of  yield,  in  proportion  to  the  labour  bestowed,  of  pota- 
toes or  other  roots  unfitted  to  be  stored  for  more  than 
a  few  months,  and  liable  to  occasiona^  failure  from  the 
influence  of  the  seasons,  would  justify  a  thoughtful 
people  in  turning  aside  from  the  production  of  grain 
and  grasses,  inferior  in  their  yield,  but  less  perishable 
in  their  nature. 

In  fact,  to  know  that  there  are  two  classes  of  com- 
modities susceptible  of  being  appropriated  for  human 
food — one  exceedingly  perishable  and  yet  of  large 
yield,  the  other  comparatively  durable  but  of  smaller 
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yield — both  being  equally  liable  to  occasional  failure 
from  the  seasons,  and  to  be  told  that  there  was  a 
people  addicted  to  the  almost  exclusive  production  of 
the  first,  and  to  the  almost  entire  neglect  of  the  second, 
we  should  also  know  that  such  a  people  were  ignorant, 
improvident,  and  constantly  exposed  to  the  most 
frightful  suffering  from  want  and  disease. 

One  sure  test  of  a  nation's  standing  in  the  scale  of 
industrial  progress  must  ever  be  the  character  of  the 
commodities  (especially  of  those  that  constitute  its 
food)  upon  which  it  has  chosen  chiefly  to  rely,  in  order 
to  maintain  that  abundance  through  every  vicissitude 
of  season,  without  which  well-being  cannot  be  said  to 
be  provided  for. 


LESSON  V. 

CAPITAL. 

A  PABTICI PATIOS  in  wealth  is  needful  for  everybody  ; 
existence  is  even  impossible  without  it.  But  enough 
has  already  been  stated  to  lead  us  to  suspect  that 
this  wealth,  participation  in  which  is  needful  to  all, 
cannot  alike  be  possessed  by  all ;  and  a  very  slight  in- 
spection of  the  state  of  society  all  the  world  over  will 
suffice  to  confirm  to  us  the  correctness  of  our  sus- 
picions. There  never  has  been,  nor  is  there  at  this 
time,  among  all  the  nations  of  the  earth,  the  example 
of  one  where  an  equal  distribution  of  wealth  has  pre- 
vailed, nor  can  we  imagine  that  there  ever  will  be  such 
an  example.  The  industrious,  the  intelligent,  and  the 
skilful  will  produce  more  than  the  idle,  the  ignorant, 
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and  the  unskilful ;  and  the  economical  will  save  more 
than  the  wasteful.  There  are  vices  and  infirmities, 
besides,  with  which  many  are  afflicted,  which  prevent 
their  producing  and  saving  as  much  wealth  as  those 
who  are  not  so  afflicted.  The  young  among  us,  whose 
industrial  powers  are  yet  immature,  can  produce  but 
little,  and  have  neither  had  time  nor  opportunity  to 
save;  and  the  still  younger  have  neither  ability  to 
direct  nor  strength  to  put  forth  industrial  effort. 

The  state  of  society  in  all  times  and  in  all  countries, 
as  unfolded  to  us  by  universal  experience,  admits  of 
being  comprehensively  described  as  follows :  there  are 
the  wealth-possessors  and  the  wealthless ;  and  at  the 
same  time  the  consumption  of  wealth  is  indispensable 
to  the  present  existence,  and  its  replacement  equally 
indispensable  to  the  future  existence  of  every  indi- 
vidual. 

If,  then,  the  wealthless  are  to  exist,  the  wealth- 
possessors  must  yield  to  them  a  portion  of  their 
wealth ;  and  they  may  do  this  through  the  operation 
of  two  very  different  kinds  of  influence.  They  may 
be  compelled,  or  they  may  be  persuaded.  Let  us 
defer  for  the  present  the  consideration  of  how  com- 
pulsion may  be  applied,  and  begin  by  examining  the 
means  of  persuasion  that  the  wealthless  can  bring  to 
bear  upon  the  wealth-possessing.  "With  rare  exceptions, 
helpless  infancy  has  always  succeeded  in  obtaining  its 
share  of  wealth,  and  much  besides.  The  imperfectly 
organized,  the  maimed,  and  the  impotent  have  also 
seldom  appealed  in  vain  to  the  charitable  feelings  of 
the  wealth-possessing.  Very  different  means  Lave 
been  adopted  to  persuade  the  wealth-possessors,  by 
such  of  the  wealthless  as  are  able  to  work,  but  have 
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not  yet  begun  to  work ;  or  who  having  worked,  have 
not  yet  been  able  to  save.  Some  have  resorted  to 
begging.  It  must  be  evident,  however,  that  the 
wealth-possessors  could  not  long  and  without  limit 
comply  with  appeals  to  their  sympathy,  affection,  or 
compassion  from  these  beggars,  even  if  so  inclined. 
Appeals  from  the  wealthless  capable  of  work  to  the 
compassion  of  wealth-possessors  for  the  privilege  of 
consuming  a  portion  of  their  wealth  would  be  met  by 
some  such  reasons  as  these  for  non-compliance : — "You 
say  that  our  stock  of  wealth  is  more  than  sufficient  to 
•supply  our  present  wants.  Granted.  But  we  are 
growing  old,  when  our  wants  will  continue,  although 
our  capacity  to  produce  will  have  passed  away.  Sick- 
ness, also,  and  privation  of  power  may  overtake  us. 
Duties  towards  others,  besides,  have  devolved  upon 
us,  the  fulfilment  of  which  necessitates  a  provision  for 
the  future."  These  reasons  for  non-compliance  seem 
unanswerable.  If  the  appeals  to  compassion  were  to 
be  backed  by  the  promise  to  replace  through  work  the 
wealth  demanded  for  consumption,  some  of  the  reasons 
for  non-compliance  would  be  removed.  Even  with  this 
promise  there  would  be  a  certainty  of  the  disappear- 
ance of  the  wealth  through  consumption,  and  by  no 
means  an  equal  certainty  of  its  replacement,  and  there 
would,  besides,  be  some  call  for  vigilance  and  super- 
vision on  the  part  of  the  wealth-possessors,  the  restraint 
and  labour  of  which  they  might  be  reluctant  to  incur. 
But  if  appeals  to  charitable  feelings  were  entirely 
laid  aside,  a»<d  the  applications  from  the  capable  wealth- 
less  to  the  wealth-possessors  were  grounded  upon  the 
obvious  advantages  that  would  result  to  both  parties, 
all  reasons  for  non-compliance  might  disappear.  The 
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capable  wealthless  might  say  to  the  wealth-possessors, 
"We  want  present  wealth.  You  have  more  wealth 
than  you  need  to  satisfy  your  present  wants,  but  less 
than  you  need  to  supply  your  future  wants.  Give  to 
us  of  your  present  wealth,  and  we  will  replace  it  with 
increase  to  meet  your  future  wants."  Two  questions 
suggest  themselves  here :  first,  Is  it  in  the  power  of  the 
wealthless  to  fulfil  such  engagements  ?  and,  second, 
Can  they  persuade  wealth-possessors  of  their  willing- 
ness to  fulfil  them  ? 

Experience  enables  us  to  give  most  satisfactory 
answers  to  both  these  questions.  Competent  men — 
by  which  we  mean  men  possessed  of  the  qualities 
already  enumerated — can  produce  a  great  deal  more 
wealth  than  they  need  to  consume  for  the  purpose  of 
comfortable  existence.  The  misfortune  is,  that  many 
men  are  incompetent.  The  trustworthy,  also,  can  in- 
spire wealth-possessors  with  confidence  in  their  will- 
ingness to  fulfil  engagements.  The  misfortune  is,  that 
many  men  are  not  trustworthy.  According  to  what 
observation  has  taught  us  in  regard  to  industrial  con- 
duct, we  feel  justified  in  stating  that  competency  and 
trustworthiness  have  long  prevailed  sufficiently  to 
admit  of  engagements  being  entered  into  and  con- 
tinually renewed  between  the  wealthless  and  the 
wealth-possessing,  and  that  the  advantages  to  both 
the  contracting  parties  have  been  more  than  adequate 
to  counterbalance  all  the  losses  and  disappointments 
consequent  upon  a  too  large  admixture  of  incom- 
petency  and  dishonesty. 

Not  only  may  we  say  that  a  willingness  has  long 
prevailed  on  the  part  of  wealth-possessors  to  contract 
with  the  wealthless  to  supply  them  with  present  wealth, 
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in  return  for  thrir  undertaking  to  ivpl:uv  it  with  in- 
crease, we  can  hardly  conrri\v  how  society  could  hold 
together  if  such  a  willingness  did  not  prevail.  Wealth- 
possessors  willing  so  to  employ  their  wealth  have  had 
a  name  specially  appropriated  to  them, — they  are  called 
Capitalists ;  the  wealth  which  they  so  employ  is  called 
Capital :  that  which  they  part  with  to  labourers,  in  its 
di  iierent  forms  and  quantities,  is  called  Wages;  and 
what  remains  over  to  the  capitalist  out  of  the  wealth 
produced  by  the  labourers  in  his  employment,  after 
he  has  replaced  what  he  had  parted  with,  is  termed 
Profit. 

The  progress  of  society  is  accompanied  by  a  pro- 
gressive growth  of  capital,  and  also  by  the  altered 
forms  and  combinations  under  which  this  increasing 
capital  arranges  itself.  Tracing  the  early  efforts  of 
man  to  produce  two  such  commodities  as  wheat  and 
wool,  and  afterwards  to  convert  them  into  bread  and 
cloth,  we  may  fancy  some  of  the  capitalists  of  those 
days  deliberating  with  themselves,  whether  they  would 
set  the  labourers  whom  their  capital  employed  to  pro- 
duce more  bread  and  cloth,  or  to  construct  improved 
machinery,  and  to  work  at  intermediate  processes  and 
methods,  by  which  a  much  larger  quantity  of  bread 
and  cloth  would  be  produced  than  before  through  the 
consumption  of  the  same  quantity  of  capital. 

The  capital  that  we  see  around  us  in  our  part  of  the 
earth,  although  all  destined  to  the  same  end — the  pro- 
curing a  profit  for  the  capitalists  who  own  it— sub- 
divides itself  into  two  parts :  the  one  an  accumulation  of 
mills,  factories,  roads,  machinery,  and  other  means  by 
which  labour  may  be  made  more  productive ;  the  other, 
an  accumulation  of  wealth  specially  adapted  for  the 
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subsistence  of  the  labourers,  by  whose  work  tlie  in- 
struments of  production  may  be  kept  in  repair  and 
rendered  still  more  effective,  and  the  wealth  appropriate 
and  directly  available  for  the  comfortable  existence  of 
man  be  replaced  and  more  than  replaced,  as  fast  as  it 
is  consumed. 

The  accumulation  of  much  capital  in  the  form  of 
instruments  of  productive  power,  has  given  rise  to 
many  other  inducements  to  capitalists  and  labourers 
to  enter  into  engagements  with  one  another.  A  man 
possessed  of  small  capital,  and  who  is  not  therefore 
driven  by  pressing  want  to  sell  his  labour,  will  do  so, 
nevertheless,  if  another  man  possessed  of  larger  capital 
will  give  him  more  wealth  as  wages,  than  he  could 
earn  as  profit,  while  subsisting  upon  his  own  resources. 
His  gain  in  so  doing  may  be  two-fold :  he  will  not 
only  obtain  more  wealth  by  working  for  a  man  whose 
superior  capital  enables  him  to  make  labour  so  inucn 
more  productive,  but  he  may  acquire  skill  and  in- 
formation by  working  under  the  superior  'man  who 
can  direct  the  labour  of  others,  as  well  as  organize  the 
industrial  contrivances  which  serve  to  make  their 
labour  more  productive.  Another  choice  presents 
itself  to  the  small  capitalist :  he  can  associate  himself 
with  other  capitalists,  and  thus,  by  a  combination  of 
means  and  an  union  of  efforts,  obtain  an  amount  of 
power  unattainable  with  a  small  capital.  The  small 
capitalist  who,  in  the  cautious  estimate  of  his  own 
capabilities,  thinks  it  prudent  to  forego  those  prospects 
of  profit  seldom  realized  except  by  men  of  special 
attainments  and  to  cling  to  the  career  of  labour,  need 
not  forego  ad  participation  in  the  profit  which  hia 
small  capital  may  be  made  to  realize  under  the 
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direction  of  others,     lie  can  lend  it,  and  he  will  have 
no  difficulty  in  meeting  with  borrowers  worthy  to  bo 
bed  with  capital,  and  prepared  to  give  him  some 
remuneration  for  the  loan  of  it. 

It  may  be  observed,  that  the  relation  of  capitalist 
to  labourer  is  not  quite  identical  with  that  of  employer 
to  employed,  or  of  master  to  servant ;  some  capitalists 
:ing  their  capital  to  others,  and  thus  relieving 
themselves  of  the  risk  and  responsibility  of  directing 
it,  and  others  engaging  superintendents  for  that  pur- 
pose. J3ut  the  capitalists  and  superintendents  whom 
they  attract  to  them  offer  these  advantages  to  the 
labourers,  who  look  to  the  sale  of  their  labour  as  a 
means  of  subsistence  :  they  supply  wages,  and  being 
the  depositaries  of  all  the  best  industrial  methods  and 
appliances,  they  supply  guidance  and  instruction,  by 
which  labourers  intent  upon  doing  their  duty  and  im- 
proving themselves  may  acquire  knowledge  and  skill, 
by  means  of  which  they  cannot  fail  eventually  to 
secure  higher  wages,  or  to  qualify  themselves  to 
employ  the  capital  of  their  own  saving,  or  to  super- 
intend the  capital  of  others  intrusted  to  their  manage- 
ment. 

Evidence  enough  is  now  before  us  to  warrant  our 
affirming  that  a  large  capital  is  indispensable  to  in- 
dustrial success.  There  remains  yet  much  to  be 
observed  and  examined  before  we  can  thoroughly 
appreciate  the  workings  of  capital  throughout  all  its 
-  ramifications.  But  even  at  this  early  stai;e  we  can  see 
that  its  magnitude  and,  still  more,  its  efficacy  depend 
greatly  upon  the  opportunity  offered  by  the  state  of 
society  for  the  purchase  and  sale  of  labour,  for  the 
ready  transfer  of  capital  by  loan,  and  for  its  con- 
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centration  by  partnerships,  so  that  it  may  be  directed 
by  those  best  qualified  to  make  it  instrumental  in 
more  than  replacing  the  wealth  necessarily  disappear- 
ing day  by  day  through  consumption.  The  contracts 
implied  in  all  these  industrial  arrangements  would 
never  be  made,  unless  in  the  expectation  that  they 
were  destined  to  be  fulfilled;  and  there  can  be  no 
doubt  that  the  number  of  them  has  ever  been  kept 
down,  and  the  advantages  resulting  from  those  made 
have  ever  been  impaired  by  the  want  of  fidelity  in 
their  fulfilment.  To  increase  this  number,  and  the 
willingness  to  enter  upon  them  in  the  future,  we  must 
not  only  have  the  knowledge  how  best  to  make  them, 
and  the  industry  and  skill  how  best  to  execute  them, 
but  the  conscientiousness  to  adhere  strictly  to  them 
when  entered  into,  unless  deviations  and  modifications 
be  agreed  upon  by  the  consent  of  all  the  contracting 
parties.  ~\y~e  may  accordingly  add  "  Fidelity  in  the 
performance  of  Engagements  "  to  our  previous  cata- 
logue of  the  conditions  of  industrial  success. 
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PROPERTY. 

WE  have  examined  one  of  the  means — persuasion — by 
which  the  wealthless  have  endeavoured  to  obtain  a 
participation  in  the  wealth  of  the  wealth-possessors. 
From  it  has  sprung  capital,  placing  means  of  subsist- 
ence, in  the  shape  of  wages,  within  the  reach  of  those 
of  the  wealthless  who  are  capable  of  replacing  some- 
thing more  than  what  they  receive  from  the  capitalist, 
and  bearing  increase  of  wealth,  or  profit,  to  those  who 
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are  willing  to  employ  their  wealth  in  the  business  of 
production. 

Let  us  now  examine  the  other  of  the  means— 
compulsion.  Under  this  term,  of  course,  must  be 
comprised  every  act,  whether  of  fraud  or  force,  by 
which  a  man  is  dispossessed  of  Ins  wealth  against  his 
ill.  The  contrast  between  the  consequences  of  the 
two  methods  of  attempting  to  procure  wealth — of  the 
labourer  and  the  thief— is  most  striking.  The  first 
more  than  replaces  what  he  consumes,  the  second 
replaces  nothing.  The  first  makes  other  people  better 
oft'  by  what  he  does  to  procure  wealth  for  himself;  the 
second  makes  other  people  worse  off.  Assuming  that 
they  both  equally  enjoy  the  wealth  which  they  obtain, 
the  first  increases  the  means  of  future  enjoyment,  the 
second  diminishes  them. 

The  evil  consequences  of  fraud  and  robbery  do  not 
stop  here.  A  man  who  loses  his  wealth,  or  is  dis- 
possessed of  it  accidentally,  or  under  circumstances 
that  probably  will  not  recur,  may  exert  himself  to 
produce  and  save  more  wealth.  He  will  scarcely  do 
BO,  if  he  be  once  impressed  with  the  conviction  that 
the  fruits  of  his  labour  and  self-denial  are  never  to  be 

'I  by  himself.  It  would  seem,  accordingly,  that 
if  fraud  and  robbery  were  permitted  to  rule  supreme, 

ry  and  economy  would  depart  from  the  earth, 
and  with  them  wealth,  and  the  well-being  of  which 
wealth  is  the  source.  As  far  as  we  can  learn,  in  every 
age,  and  in  every  part  of  the  earth  where  men  have  been 
pfchered  together  in  sufficient  numbers  to  constitute 

can  bu  called  a  nation  or  community,  measures  of 
.  taken  to  secure  to  everybody  the 
—ion  of  the  wealth  which  he  has  prod 
D2 
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There  is  much  to  fix  attention  and  to  reward  inves- 
tigation in  the  measures  that  have  been  resorted  to 
for  providing  security  of  possessions ;  and  in  the  cir- 
cumstances that  call  for  them.  Men  must  have  in- 
ducements to  persevere  in  industrial  work ;  and  without 
the  expectation  of  enjoying  a  portion  at  least  of  the 
wealth  produced,  there  would  be  no  inducements.  On 
the  other  hand,  there  always  have  been  men  disposed 
to  appropriate  wealth  by  fraud  and  robbery,  in  num- 
bers and  force  sufficient  greatly  to  weaken  this  feeling 
of  expectation,  and,  as  a  consequence,  to  discourage 
the  growth  of  industrious  and  economical  habits. 
Hence  the  urgent  necessity  of  resisting  the  attempts 
of  those  who  would  disturb  the  industrious  at  their 
work,  or  deprive  them  of  all  motive  to  work,  by  first 
depriving  them  of  their  wealth,  and  afterwards,  of  all 
hope  of  enjoying  any  further  wealth  that  they  might 
produce. 

Among  the  many  things  of  which  man's  experience 
has  thoroughly  satisfied  him,  this  may  certainly  be 
included :  some  security  at  least,  if  not  perfect  security, 
must  be  afforded  to  the  producers  of  wealth  against 
their  would-be  despoilers.  The  worst  of  governments, 
those  that  have  been  most  rapacious  in  plundering  the 
wealth-possessors,  have  been  endured,  because,  while 
themselves  plundering,  they  have  prevented  the  plunder 
of  others.  But.  governments,  such  as  our  own,  that 
deserve  the  name  of  good,  which,  with  all  their  imper- 
fections, really  aim  at  affording  protection,  while  the 
mere  thoughts  of  plunder  and  oppression  would  be 
repugnant  to  them,  are  more  than  endured — they  are 
respected  and  loved.  The  determination  to  afford 
security  of  possession  and  freedom  in  the  disposal  of 
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wealth  to  those  wlio  have  produced  it  is  promulgated 
by  laws.     These  laws  confer  the  rights  of  property ; 
they  confer  the  right  upon  those  who  have  earned,  to 
hold  and  dispose  of  wealth.     Some  of  the  exceptions 
to  this  right  of  disposal,  as  thus  stated  without  restric- 
tion, and  the  conditions  on  which  it  is  granted,  will  be 
noticed  hereafter.     The  rights  of  property  vested  in 
.••,  imply  corresponding  obligations  imposed  upon 
others.     These  obligations  are,  to  abstain  from  inter- 
fering with  the  wealth  or  property  of  those  in  whom  the 
riu'ht  of  possession  is  vested,  except  with  their  consent. 
Ki^hts  of  property,  instituted  as  they  are  for  the 
well-being  of  society,  and  especially  intended  to  en- 
cuurage,  as  a  means  to  that  end,  the  accumulation  of 
wealth,  must  be  accepted  with  all  their  consequences, 
evil  as  well  as  good.     Titles  to  property  have  always 
been  accompanied  with  disputes  concerning  titles,  some 
arising  from  ignorance  and  misapprehension,  and  others 
from  dishonesty  and  misrepresentation ;  and  to  settle 
these   disputes,  and   supply  other   wants  of  society, 
courts  of  law  have  been  organized.    Thus  we  see  that, 
in  order  to  establish  security  of  possession  for  the 
producers  of  wealth,  not  only  are  executive  forces, 
such  as  police,  army, "and   navy,  requisite,  but  also 
legislative,  judicial,  and  administrative  establishments 
to  frame  and  amend  laws,  and  to  expound  and  apply 
them,  with  an  executive  power  adequate  to  enforce 
obedience  to  their  decisions.     These  establishments, 
forming  collectively  what  we  call  government,  provide 
security,  which  individuals,   acting    individually    and 
without  organization,  could  not  provide,  or  even  if  they 
were  able,  could  only  provide  at  a  much  greater  cost 
of  time  and  labour.     It  need  scarcely  be  added,  that 
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the  various  functionaries  who  perform  all  the  duties  of 
government,  must  be  provided  with  the  wealth  neces- 
sary for  their  maintenance,  and  in  quantities  sufficient 
to  attract  them  from  industrial  pursuits,  and  induce 
them  to  enter  upon  such  responsible  and  arduous 
duties,  by  the  labour,  and  out  of  the  savings  of  others. 

"We  ought  not  to  shut  our  eyes  to  the  bad  parts  of 
governments,  such  as  they  have  too  often  been.  Mis- 
use of  the  public  force,  oppressive  laws,  wasteful 
expenditure,  and  dishonest  application  of  the  wealth 
drawn  from  the  industrious  for  implied  government 
purposes,  have  sadly  disfigured  the  pages  of  history 
and  tarnished  the  character  of  our  own  times.  Set  off 
against  these  evils,  the  large  amount  of  security  provided 
aifords  a  vast  preponderance  of  good,  carrying  comfort 
and  .resignation  to  the  industrious  masses,  and  indi- 
cating the  course  to  be  pursued  by  those  who  would 
really  serve  their  kind — where  to  alter  and  correct, 
and  where,  if  possible,  to  surround  with  a  stronger 
safeguard  of  reverence  and  attachment. 

Neither  ought  we  to  exaggerate  the  capabilities  of 
the  best  of  governments.  It  can  do  no  more  than 
provide  security  for  wealth.  It -cannot  provide  the 
wealth ;  wealth  being  the  production  of  industry, 
knowledge,  skill,  and  economy.  The  best  of  govern- 
ments, also,  is  not  to  be  looked  up  to  as  the  fountain- 
head  of  those  grand  fundamental  qualities  of  civilized 
man.  It  encourages  these  qualities,  by  securing  that 
wealth  which  is  the  fruit  of  them  to  its  producers. 
The  qualities  themselves  are  the  effects  of  teaching 
and  training ;  they  are  no  more  to  be  expected  with- 
out appropriate  teaching  and  training,  than  wealth 
without  well-directed  industry.  Moreover,  although 
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it  is  undeniable  that  these  qualities  must,  to  admit  of 
their  flourishing  in  perfection,  be  followed  up  by 
security  of  possessions,  it  is  equally  undeniabl* 
the  work  of  providing  this  security  must  not  be  wholly 
thrown  upon  government.  The  origin  and  uses  of  tho 
right  of  property  must  be  taught  to  the  young,  and 
the  young  must  also  be  trained  to  respect  property, 
and  to  yield  a  cheerful  and  intelligent  obedience  to 
those  rules  of  conduct  and  edicts  of  law,  by  which  the 

nablo  blessings  consequent  upon  the  institution 
of  the  rights  to  properly  are  attempted  to  be  secured 
to  mankind. 

Another  reflection  actually  forces  itself  upon  us 
here.  A\re  have  all  heard  complaints,  often  too  well 
founded,  of  the  oppressiveness  and  expense  of  govern- 
ment institutions— of  army,  navy,  police,  and  prisons, 
and  of  the  machinery  for  collecting  the  means  of  their 
maintenance.  Let  it  be  granted,  that  there  is  mucli 
that  can  neither  be  justified  nor  palliated  in  these 
respects,  there  still  remains  a  necessity  for  establish- 
ments proportioned  to  the  extent  of  the  evils  against 
which  society  has  to  be  defended.  Governments  that 
weigh  lightly  upon  a  people,  whether  in  regard  to 
expense  or  to  the  amount  of  interference  with  personal 
liberty,  can  only  be  possible  where  bad  conduct,  or  a 
disposition  to  bad  conduct,  is  confined  to  a  small  por- 
tion of  the  people,  and  where  neighbouring  nations 

.  ilarly  circumstanced.  Obedience  to  certain  laws, 
and  conformity  to  certain  rules  of  conduct,  are  what 

Government  ought  to  aim  at  securing.  AY  here 
the  habits  and  dispositions  of  the  people  incline  them 
in  this  direction,  but  little  work  is  thrown  upon 
government,  and  yet  the  rights  of  property  will  bo 
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respected.  But  where  the  prevailing  habits  and  dis- 
positions lead  in  an  opposite  direction,  the  force  at  the 
disposal  of  government  must  be  large,  and  it  must  be 
used  vigorously — in  other  words,  large  contributions 
of  wealth  must  be  extracted  from  the  industrious,  and 
personal  libert}^  must  be  frequently  restrained,  and  yet 
property  will  be  but  imperfectly  protected. 

Including,  then,  as  we  must,  "  Respect  for  Property" 
among  the  conditions  of  industrial  success,  we  see  that 
government,  for  the  purpose  of  enforcing  this  respect, 
has  ever  been,  still  is,  and  possibly  ever  will  be  indis- 
pensable ;  that  the  principal  reliance,  however,  for  the 
security  of  property  should  be  based  upon  the  habits 
and  dispositions  of  the  people,  our  chief  means  of  in- 
fluencing which  are  to  be  found  in  the  teaching  and 
training  of  the  young ;  and  that  in  proportion  to  the 
success  in  forming  the  desirable  habits  and  disposi- 
tions, will  the  rights  of  property  be  inviolate,  and 
government  establishments  become  less  burdensome. 


LESSOR  VII. 

WAGES. 

HAVING  satisfied  ourselves  that  measures  ought  to  be 
adopted  to  secure  to  those  who  have  produced  and 
saved,  the  privilege  of  disposing  of  their  wealth 
agreeably  to  their  own  views  of  enjoyment  and  ad- 
vantage, we  must  be  prepared  for  the  consequences 
of  instituting  such  "rights  of  property."  "Wealth 
will  have  a  tendency  to  collect  in  the  possession  of 
the  elder,  the  better-informed  and  the  better-con- 
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ducted  portion  of  society,  and  of  those  on  whom  they 
bestow  it ;  while  the  junior,  the  comparatively  ill 
informed  and  ill  conducted,  will  be,  some  entirely 
without  wealth,  and  others  without  the  quantity 
needful  for  their  comfortable  maintenance. 

Among  these  latter  are  to  be  found  a  considerable 
number  anxious  to  sell  their  labour  for  wages,  and 
among  the  former  a  considerable  number  anxious  to 
employ  some  of  their  wealth  for  the  purpose  of  pro- 
curing more  wealth,  i.  e.,  to  convert  some  of  their 
wealth  into  capital;  with  part  of  which  they  pay 
in  the  purchase  of  labour.  In  purchasing 
labour  as  a  means  of  procuring  more  wealth,  capi- 
will,  as  a  matter  of  course,  be  on  the  look-out 
for  the  most  efficient  and  productive  labourers ;  and 
the  labourers  will  as  certainly  be  on  the  look-out  to 
obtain  as  high  wages  as  possible  for  the  labour 
which  they  are  prepared  to  sell.  Some  such  in- 
dustrial phenomena  as  the  following  will  be  the 
result  of  these  combined  efforts  of  capitalists  and 
labourers. 

•ng  labourers,  equal  in  all  other  respects,  the 
assiduous  will  receive  higher  wages  than  the  indolent. 
"We  may  suppose  the  labourers  to  be  paid  for  their 
work  by  the  piece  or  by  the  day.  If  by  the  piece,  it 
must  be  clear  that  those  who  do  most  work  will 
receive  most  wages.  If  by  the  day,  those  who  work 
the  larger  number  of  days  will  receive  more  than 
those  who  work  the  smaller.  Or  if,  while  each 
laboured  the  same  number  of  days,  some  by  their 
iduity  executed  more  and  better  work,  so 
soon  as  this  difference  was  clearly  ascertained,  the 
effort  among  the  capitalists  to  secure  the  services  of 
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the  more  efficit^nt  workmen  could  not  fail  to  establish 
a  difference  in  their  wages. 

Drawing  a  comparison  in  succession,  among 
labourers  equal  in  all  other  respects,  between  the 
well  informed  and  the  ignorant,  the  skilful  and  the 
unskilful,  the  careful  and  the  careless,  the  trustworthy 
and  the  untrustworthy,  the  sober  and  the  drunken, 
the  punctual  and  the  unpunctual,  the  orderly  and  the 
unruly,  we  can  scarcely  hesitate  to  conclude,  and  for 
the  same  reasons,  that  the  former  will  receive  higher 
wages  than  the  latter.  But  if  our  comparison  be 
made  between  labourers  who  possess  a  large  prepon- 
derance of  the  good  qualities  in  combination,  and  those 
who  are  ordinarily  victims  of  many  of  the  bad  qualities 
in  combination,  we  see  at  a  glance  that  the  former 
will  receive  comparatively  high  wages,  while  many  of 
the  latter  will  not  be  able  to  dispose  of  their  labour 
at  all,  and  consequently  will  receive  no  wages. 

Turning  our  thoughts  from  the  character  of  the 
workmen  to  that  of  the  work,  we  observe  equally 
striking  contrasts — the  severe  and  the  easy,  the  un. 
healthy  and  the  healthy,  the  dangerous  and  the  safe, 
the  repulsive  and  the  attractive.  To  these  distinc- 
tions might  be  added  others,  but  they  will  suffice  to 
convince  us  that  the  reluctance  to  work  in  the  former, 
so  long  as  wages  can  be  earned  in  the  latter,  would 
only  be  overcome  by  the  attraction  of  higher  wages 
to.  counterbalance  the  distaste  to  the  work.  Our  ex- 
perience of  life  certifies  the  fact  that  the  wages  of 
different  individuals  and  classes  of  workmen  vary 
greatly ;  and  a  careful  examination  convinces  us  that 
so  long  as  there  shall  exist  different  degrees  of  pro- 
ductive power  among  workmen,  and  shades  of  pr<j- 
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ferencc  in  regard  to  the  work  to  be  executed,  so  long 
will  there  be  different  rates  of  wages  brought  about 
by  the  joint  efforts  of  masters  and  workmen  ;  of  the 
former  to  attract  to  themselves  those  workmen  who, 
they  expect,  can  produce  the  largest  amount  of  wealth, 
or  do  the  greatest  service  in  proportion  to  the  wages 
disbursed ;  of  the  latter,  to  perform  such  work  as  is 
ler.st  repulsive  in  proportion  to  the  wages  received, 
and  to  seek  out  the  employments  and  situations  where 
the  highest  wages  are  to  be  '. 

There  is  something  intensely  interesting,  not  only 
;>italists  aud  workmen,  but  to  student. s  of  in- 
dustrial phenomena,  in  the  minute  investigation  of 
the  consequences  of  the  free  play  of  these  efforts  to 
obtain  the  largest  results  in  return  for  wages  dis- 
bursed, and  to  obtain  the  employment  which  is  least 
repulsive  in  proportion  to  the  wages  received. 

Neither  of  the  contracting  parties  will  omit  to 
inquire  into  the  others'  characters.  Employers  will 
give  higher  wages,  or  the  preference  at  the  same 
.  to  those  applicants  for  employment  who  can 
refer  to  proofs  of  industrial  excellence  in  past  con- 
duet.  Labourers,  in  offering  their  labour  for  sale,  will 
sell  their  labour  for  less  wages,  or  give  a  preference,  at 
the  same  wages,  to  those  employers  who  have  esta- 
blished a  reputation  for  conducting  their  business 
successfully,  paying  wages,  and  fulfilling  all  engage- 
ments punctually,  and  attending  in  all  their  arrange- 
to  the  comfort  as  well  as  to  the  efficiency  of 
those  whom  they  employ.  The  happy  choice  of  an 
employer  is  specially  important  to  those  who  arc  about 
to  enter  on  their  industrial  career.  They  have  to 
earn  not  only  wages  but  character ;  and  how  can  they 
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be  more  favourably  circumstanced  for  the  purpose, 
than  to  be  under  the  industrial  discipline  of  a  master 
who  can  give  them,  in  its  most  perfect  form,  all  that 
help  which  so  greatly  promotes  personal  effort  to 
acquire  and  perfect  industrial  knowledge  and  skill,  and 
to  fall  into  and  observe  those  rules  of  industrial  con- 
duct which  lead  to  increasing  usefulness  and  advancing 
wages  ? 

What  encouraging  and  improving  thoughts  must  be    ; 
suggested,  by  the  contemplation  of.  these  truths,  to 
the  still  younger  members   of  society,  whose  tender 
years  disqualify  them  for  the  actual  work  of  indus- 
trial life.     Parents  and  other  guardians  of  childhood, 
desirous  of  doing  their  duty  by  those  whose  future 
well-being  may  almost  be  said  to  be  in  their  keeping, 
must   also  be  alive  to  these  truths.      Although  the 
unfledged  applicant  for  wages  can  have  no  industrial 
character  to  refer  to,  some  proofs  of  capacity  for  and 
promise  of  future  usefulness  will  be  expected.     His    -1 
deportment  will  prepossess  or  prejudice ;  then  come 
some  simple  tests  of  his  readiness  and  acquirements  ; 
and  careful  employers — such  employers  as  it  will  be 
best  for  him  to  serve — will  not  omit  to   survey  the    \ 
parental  home,  and  to  inquire  concerning  the  school    } 
conduct. 

It  may  be  said  that  usefulness  or  capacity  to  pro- 
duce wealth  will  not  always  enable  a  labourer  to 
obtain  good  wages,  and  that  a  capitalist  who  is  shrewd 
enough  to  reject  an  applicant  for  wages  who  does  not 
possess  this  recommendation,  may  be  so  grasping  as  to 
clutch  for  himself  the  whole  of  what  his  efficient 
workman  can  produce,  having  purchased  his  right  to 
it  at  miserably  inadequate  wages.  A  thoroughly 
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capable  workman  is  certainly  liable  to  meet  with  such 
an  employer.  He  may  have  been  deceived  by  appear- 
ances or  in  his  precautionary  inquiries.  But  he  is 
not  compelled  to  abide  with  such  a  master.  If  good 
masters  and  good  wages  and  all  the  other  good  things 
of  life  came  to  us  uncourted,  and  remained  with  us 
uncared  for,  all  inquiries  about  the  conditions  on 
which  good  wages  are  to  be  had  and  held  would  be 
superfluous.  Bad  or  unsatisfactory  masters  may  be 
met  with,  also  they  may  be  shunned ;  and  where, 
unfortunately,  they  have  not  been  escaped,  they  may 
be  abandoned  so  soon  as  the  term  of  service  contracted 
for  has  been  completed  :  and  their  abandonment  will 
not  be  unwise,  provided  there  be  a  reasonable  prospect 
of  entering  into  a  better  service. 

There  are  three  ways  by  which  a  workman  may  be 
separated  from  an  indifferent  employer.  He  may  bo 
invited  to  serve  other  employers,  he  may  seek  them, 
or  he  may  resolve  to  employ  himself  with  the  aid  of 
the  capital  that  he  has  saved,  relying  011  his  own 
resources  exclusively,  or  in  s  combination  with  others 
who  will  associate  their  capitals  with  his.  But  to  be 
invited  by  others,  he  must  have  established  a  character 
for  usefulness.  To  be  successful  in  seeking  improved 
«vages,  he  must  offer  inducements  based  upon  evidence 
of  work  previously  accomplished.  And  to  establish 
himself  as  his  own  employer,  or  to  associate  with 
others  similarly  disposed,  and  successfully,  he  must 
not  only  have  acquired  the  requisite  industrial  qualifi- 
cations to  direct  capital  profitably,  but  he  must  have 
practised  the  economy  without  which  the  capital  to 
be  directed  could  never  have  come  into  his  possession. 

Many,  accordingly,  are  the  reasons  for  suspecting, 
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however  reprehensible  the  conduct  of  some  employers 
may  be,  that  workmen  who  suffer  from  insufficiency  of 
wages  mostly  suffer  from  their  own  incompetency.  To 
struggle  against  the  continuance,  from  whatever  cause 
arising,  of  this  incompetency  should  be  the  ruling 
thought  among  all  workmen.  Such  a  struggle,  if  not 
entirely  successful,  cannot  fail  to  be  improving.  A 
struggle  against  their  employers,  otherwise  than  by 
exhibiting  their  own  usefulness,  or  by  transferring  it 
where  it  is  better  appreciated,  will  not  only  be  un- 
successful, it  will  be  damaging.  Two  courses  are  open 
to  the  workman  :  he  may  strive  to  show  how  useful  he 
'can  make  himself ;  or  how  troublesome  he  can  make 
himself  by  discontent  and  perversity. 

In  industrial  life,  as  elsewhere,  the  influence  of 
family  and  friends  in  securing  employment,  especially 
for  the  young,  is  not  to  be  lost  sight  of.  If  care  be  taken 
to  fit  the  favoured  individual  for  the  industrial  position 
prepared  for  him,  he  will  have  cause  to  rejoice  at  the 
influence  thus  exerted  in  his  behalf.  But  if  he  be 
thrust  into  a  position  for  which  he  is  unprepared  and 
disqualified,  he  may  have  reason  to  bewail  the  blind 
favouritism,  which,  instead  of  placing  wealth  and  re- 
spectability within  his  reach,  only  exposes  him  to  ruin 
and  disgrace.  Amid  all  the  examples  of  industrial 
success  and  failure  on  record,  many  of  the  former  are 
of  individuals  who  had  naught  to  rely  upon  at  starting 
save  their  own  qualifications ;  and  of  the  latter,  many 
are  of  individuals  who,  through  the  favour,  as  it  is 
called,  of  family  connections,  have  had  capital  intrusted 
to  them  \vhich  they  were  incompetent  to  direct,  and 
duties  committed  to  them,  for  the  performance  of 
which  they  were  wholly  unprepared. 
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There  yet  remains  something  to  be  examined  and 
explained    on   the  subject  of  wages.     It   will   occur 
:-ybody  who  has  followed  the  expositions  thus 
tar  attempted,  that  they  have  been  confined  to  the 
circumstances  which  intluence  the  distribution  of  capi- 
tal in  the  shape  of  wages  among  different  labourers 
and  classes  of  labourers,  and  that  they  leave  entirely 
lied  the   question  of  how  it  is  that  wages  in. 
.  1 ,  or  wages  independent  of  the  greater  or  less 
:  its  made  according  to  the  character  of  the  work 
done,  and  of  the  workmen  who  are  to  do  it, 
should  be  at  some  times  and  in  some  places  larger  than 
they  aiv  at  other  times  and  in   other  places.     This 
portion  of  the  subject  must  not,  however,  be  left  un- 
explained.    Having  satisfied  ourselves  why  the  wages 
of  some  are  comparatively  high  and  the  wages  of  others 
comparatively  low,  we  must  be  anxious  to  learn  how 
it  is  that  the  comparatively  low  even,  at  some  times 
and  places,  may  be  more  than  sufficient  for  comfortable 
.  ,ce ;  while  at  others,  the  comparatively  high  may 
be  less  than  sufficient. 

The  incompleteness  of  an  inquiry  which,  confining 

itself  to   examine  into  the  circumstances  that 

mined  the  relative  wages  of  each  man,  took  no  heed  of 

the  magnitude  of  the  capital  whence  wages  are  to  be 

;   would  be  striking  enough  if  illustrated  by  an 

example. 

us  suppose  4.00  labourers  to  be  divided  into  4 
1UO  each,  according  to  the  order  oi 
.  and  a  certain  number  of  loaves  oi 
isable  for  distribution  among  them  :  d 

a  2,  ico  ;  class  3,  \»  ;  and 
if  th^  number  of  loaves  was  1000,  the  c 
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would  receive  respectively  100,  200,  300,  and  400. 
But  if  the  number  of  loaves  were  to  be  raised  to  5000, 
tben  the  shares  would  be  severally  500,  1000, 1500, 
and  2000.  Here  it  is  plain  that  the  worst-paid 
labourers  receive  more  than  the  best  paid  did,  when  the  | 
number  of  disposable  loaves  was  only  1000. 

"What  we  may  term  the  sufficiency  of  wages  must  de-  ''• 
pend  upon  the  amount  of  the  capital,  out  of  which  wages 
are  to  be  paid,  compared  with  the  number  of  labourers. 
"When,  in  treating  of  wages,  it  is  wished  to  refer,not  to 
the  wages  of  any  particular  workman,  or  class  of  work- 
men, but  to  the  wages  that  result  from  comparing  the 
number  of  labourers  with  the  capital  distributable 
among  them,  it  is  the  custom  to  designate  such  wages 
as  "  average  wages."  Thus,  if  we  divide  the  whole  of 
the  capital  distributable  among  labourers  as  wages  by 
the  number  of  labourers,  the  quotient  is  Avhat  is  meant 
by  "average  wages."  This  quotient  may  be  large 
enough  to  make  it  certain  that  every  labourer  has  an 
opportunity  to  obtain  by  his  labour  sufficient,  or  more 
than  sufficient,  for  the  comfortable  subsistence  of  him. 
self  and  of  those  dependent  upon  him ;  or  it  may  be 
too  small  for  this  purpose.  In  this  latter  case,  suffer- 
ing among  the  worst  paid  of  the  labourers  would  seeui 
to  be  inevitable.  The  capital  is  too  small  to  furnish  * 
wages  adequate  to  meet  satisfactorily  all  the  wants  of 
the  labourers.  Each  individual  labourer  who  in  this 
state  of  things  is  incited  to  more  successful  exertion, 
and  thereby  secures  for  himself  better  wages,  leaves 
so  much  less  capital  to  be  distributed  among  those  who 
are  his  inferiors  in  industrial  attainments.  But  in 
proportion  as  all  labourers  struggle  and  succeed  in 
this  way,  will  they  produce  more,  while  subsisting  out 
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of  capital ;  and  if  they  follow  up  their  more  effective 
work  by  corresponding  economy,  that  improvement  of 
average  wages  which  is  unattainable  at  sight  will  bo  the 
re-ward  of  present  conduct  at  a  no  very  distant  future. 

As  it  is  the  inevitable  destiny  of  the  larger  portion 
of  mankind  to  commence  their  industrial  career  by 
telling  their  labour,  and  of  most  of  these  to  close  it  in 
the  same  manner,  the  thorough  comprehension  of  the 
subject  of  wages  in  all  its  bearings  is  of  sufficient  im- 
portance to  justify  a  recapitulation  of  what  may  be 
termed,  not  inappropriately,  the  "  Conditions  of  a 
Sufficiency  of  Wages.". 

The  quantity  of  capital  must  be  large  in  comparison 
with  the  number  of  labourers. 

If  it  be  the  happy  lot  of  a  people  to  be  so  cir- 
cumstanced that  capital  is  abundant  in  proportion  to 
their  numbers,  the  only  condition  imposed  upon  them, 
in  order  to  guard  against  falling  into  a  state  of  in- 
sufficiency of  wages,  is  to  maintain  their  comparative 
abundance  of  capital. 

If  it  be  the  unhappy  lot  of  a  people  to  be  differently 
circumstanced,  extrication  at  sight  is  impossible. 
Patient  endurance  while  struggling  for  future  extri- 
cation is  their  only  resource.  Some  labourers  may  ob- 
tain an  augmentation  of  wages,  but  they  will  leave  less 
capital  distributable  as  wages  among  others.  More 
capital  is  needed,  and  more  capital  is  obtainable  only 
by  more  industry,  knowledge,  and  skill ;  by  more 
economy  and  integrity,  and  by  more  of  many  subor- 
dinate industrial  qualities,  which  are  not  to  be  ex- 
pected without  the  assistance  of  better  industrial 
teaching  and  training. 

The  special  reward  of  all  those  labourers  who  exert 
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themselves  to  secure  sufficiency  of  average  wages  in 
the  future  is,  that  their  individual  wages  rise  above 
the  average  in  proportion  as  they  possess  and  apply 
the  attainments  upon  which  the  growth  of  capital 
depends.  Woe  to  the  people  among  whom  the  de- 
lusion prevails,  that  increase  of  individual  wages  is 
obtainable  by  any  other  means  than  those  by  which 
increase  of  future  capital  is  secured 

"We  should  be  ill  satisfied  to  quit  this  portion  of  our 
subject  without  asking  ourselves  one  more  question. 
"Whence  are  the  resources  for  improving  the  industrial 
education  of  the  young  to  be  obtained,  and  what  is 
the  least,  with  the  very  best  application  of  them,  that 
can  be  made  to  suffice  for  the  intended  purpose  ? 
There  are  no  resources  except  those  that  are  supplied 
by  the  adult  portion  of  the  people.  Whatever  the  age 
may  be  up  to  which  industrial  labour,  not  specially 
adapted  to  training,  would  be  detrimental  to  the  de- 
velopment of  future  capability,  during  that  time  the 
adult  portion  of  the  people  must  provide  not  only  for 
themselves,  but  for  the  children  besides.  The  adequate 
performance  of  this  duty,  which  may  be  called  the 
parental  duty,  must,  then,  be  considered  one  of  the 
conditions  on  which  the  possibility  of  sufficient  average 
wages  depends. 

By  whatever  organization  society  may  eventually 
resolve  to  take  security  for  the  general  and  efficient 
industrial  education  of  the  young,  this  duty  of  all  the 
adults  collectively  towards  all  the  children  collectively  j 
must  not  be  lost  sight  of.  JN"o  substitute  is  to  be 
found  for  it.  Compelled  as  we  are  to  look  to  Educa- 
tion for  the  general  prevalence  of  the  industrial  quali- 
ties upon  which  depend  sufficient  wages,  both  individual 
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aud  average,  we  are  no  less  compelled  to  look  to 
pniviital  forethought  to  supply  the  means  through 
which  alone  education  can  be  adequately  provided. 

To  make  the  practical  application  of  these  results  of 
our  inquiry  into  the  conditions  of  industrial  success, 
in  regard  to  labourers  as  they  exist  in  almost  every 
country  at  the  present  time,  with  all  their  shortcomings 
in  knowledge  and  conduct ;  it  is  impossible  to  deny  that 
wages  insufficient  for  comfortable  subsistence  are  what 
iarge  numbers  are  compelled  to  put  up  with; 
neither  can  it  be  denied  that  there  are  numerous  adults, 
some  so  ignorant  as  scarcely  to  apprehend  what  their 
duties  as  parents  are,  and  others  so  depraved  as  to  be 
insensible  to  the  call  of  parental  and  many  other  duties. 
The  task  of  extricating  the  children  of  these  parents 
from  the  misery  apparently  awaiting  them  must  be 
assumed  by  others.  But  it  can  scarcely  be  too  often 
repeated  that  in  the  education  of  all  children,  whether 
provided  by  their  own  parents  or  by  others  assuming 
the  parental  duties  in  their  behalf,  these  two  elements 
must  be  included : — 

First,  to  teach  how  all  the  qualities  which  we  have 
seen  to  be  conditions  of  industrial  success,  for  every 
future  generation  of  labourers,  depend  upon  parental 
care.  Second,  to  train  children  in  those  habits  of  con- 
duct which  are  essential  to  the  formation  of  a  good 
parent. 

Let  these  two  elements  be  omitted,  and  it  will  be 
irrational  to  expect  any  greater  prevalence  of  the  in- 
dustrial virtues  and  any  increase  of  wages  in  the  future. 
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LESSON  VIII. 

PEOFTT. 

INDIVIDUAL  capitalists,  and  those  who  have  the  con- 
trol 'and  direction  of  capital,  are  all  engaged  in  striv- 
ing to  obtain  for  themselves  as  large  a  share  as  pos- 
sible of  the  increase,  which  experience  has  shown  to 
be  obtainable  by  the  judicious  and  skilful  application 
of  capital ;  and  to  this  increase  the  name  of  "  Profit" 
has  been  given.  Capital,  it  may  be  seen  at  a  glance, 
is  made  to  move  in  the  shape,  to  the  place,  and  at  the 
time  best  fitted,  according  to  the  judgment  of  those 
who  control  its  movements,  to  realize  profit. 

The  wages  of  the  labourer  under  contract  with  his 
employer  are  in  hand,  and  certain.  The  profit  of  the 
employer  is  yet  to  be  got,  and  uncertain.  The  capital 
out  of  which  the  employer  has  contracted  to  pay 
wages  is  something  that  has  been  produced;  profit 
is  -something  to  be  produced.  But  mistakes  will 
occur,  crops  will  fail,  floods  and  hurricanes  will  de- 
vastate, cattle  will  perish,  fires  will  destroy,  and 
similar  casualties  will  blight  the  prospects  of  him  who 
lias  paid  his  labourers  their  wages,  and  striven  to  the 
utmost  to  direct  their  labour  profitably. 

Although  the  hope  of  profit  is  exposed  to  these  oc- 
casional causes  of  disappointment,  experience  lias 
convinced  capitalists  that,  taking  good  and  bad  sea- 
sons, and  favourable  and  unfavourable  contingencies 
together,  there  has  ever  been  a  sufficient  preponde- 
rance of  the  former  to  leave  a  balance  or  surplus  of 
profit.  And  expectation  for  the  future,  founded  upon 
experience  of  the  past,  is  sufficiently  favourable  to 
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encourage  the   directors  of  capital    to    persevere  iu 
their  industrial  operations. 

We  have  examined  how  wages  distribute  themselves 
among  the  several  labourers,  and  observed  the  condi- 
tions of  this  distribution.  Let  us  now  examine  how 
the  aggregate  profit  distributes  itself  among  the 
several  capitalists  and  directors  of  capital,  and  trace 
out,  if  possible,  the  conditions  of  this  distribution. 

It  is  a  matter  of  notoriety,  to  begin,  that  profits 
are  not  shared  equally  by  all.  So  far  from  there  being 
anything  like  an  equality  of  participation  in  profit, 
sonic,  in  their  efforts  to  earn  profit,  actually  lose  their 
capitals,  others  realize  small  profits  only ;  while  others 
astonish  themselves,  as  well  as  their  industrial  neigh- 
bours, by  the  magnitude  of  their  gains.  These  are 
facts;  and  a  close  inspection  of  them,  and  of  the 
causes  that  have  been  at  work  to  produce  them,  leads 
us  to  suspect  that  there  ever  will  be  a  wide  depar- 
ture from  equality  in  the  profits  of  the  several  em- 
ployers of  capital. 

There  can  scarcely  be  a  doubt  that  with  two  capi- 
talists, similarly  circumstanced  in  all  other  respects, 
the  one  who  had  more  skill  in  the  management  of  his 
business  would  earn  more  profit  than  the  other.  The 
-ivator  profit  consequent  upon  superiority  of  skill 
would  be  equally  consequent  upon  superiority  of  vigi- 
lance, of  moral  influence  over  the  workmen  employed, 
or  of  other  industrial  qualifications.  But  if  we  pro- 
<-.vd  to  separate  from  the  entire  body  of  capitalists 
the  two  extremes,  of  those  who  are  entirely  deficient 
in  the  qualifications,  and  of  those  who  have  a  wonder- 
ful combination  of  all  the  qualifications  requi. 

Before 
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us  examples  of  failure,  loss,  and  ruin,  on  the  one  band, 
and  on  the  other,  examples  of  enormous  profit,  appear- 
ing, to  the  casual  observer,  to  be  earned  without  an 
effort. 

In  like  manner,  with  similarity  of  circumstances  ia 
all  other  respects,  a  dangerous,  unhealthy,  or  repulsive 
employment  must  have  held  out  the  expectation  of  a 
higher  profit  to  the  capitalists  who  embarked  in  it,  or 
they  would  never  have  been  attracted  to  it.  Future 
opportunities  will  present  themselves  for  examining 
more  minutely  the  facilities  afforded  by  existing  in- 
dustrial arrangements,  to  give  full  play  to  this  ten- 
dency of  profit  to  accommodate  itself  to  the  inequalities 
of  attractiveness  in  the  employment  in  other  respects; 
so  as  to  produce  something  approaching  to  an  equili- 
brium of  attractiveness  in  all  respects.  In  the  general 
and  comprehensive  survey  to  which  we  restrict  our- 
selves here,  it  appears  quite  certain,  dividing  all  em- 
ployments into  the  attractive  and  repulsive,  that  as 
labourers  will  only  be  tempted  into  the  latter  by  the 
certainty  of  higher  wages,  so  the  employers  of  capital 
will  only  be  tempted  thither  by  the  prospect  of  larger 
profit. 

So  far  there  seems  to  be  an  analogy  between  the 
influences  that  lead  to  inequalities  in  wages  and 
profits.  But  another  influence  presents  itself,  besides, 
to  act  upon  the  shares  of  profit  to  be  realized  by 
different  individuals  who  direct  the  employment  of 
capital ;  and  that  is,  the  quantity  of  capital  which  they 
severally  employ.  We  will  again  divide  capitalists 
into  two  classes,  so  as  to  test  the  effect  upon  profit 
traceable  to  different  quantities  of  capital.  "We  will 
divide  them  into  two  bodies,  equal  in  all  respects, 
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with  the  exception  that  the  first  shall  possess  con- 
siderably more  capital  than  the  second— more  stock, 
more  implements,  more  manure,  more  raw  material, 
more  machinery,  more  of  the  commodities  specialty 
adapted  for  the  comfortable  maintenance  of  labourers. 
Is  it  necessary  to  ask  which  of  the  two  bodies  will 
earn  the  larger  profit  ?  To  some  understandings  the 
contrast  will  be  more  striking  if  we  compare  one  in- 
dividual with  another — one  farmer,  with  everything 
that  abundant  capital  can  supply  to  him,  and  the 
other,  equally  capable,  but  with  few  of  the  aids  to 
capability  that  capital  would  bring.  The  difference 
which  we  all  know  there  must  bo  between  the  large 
profit  of  the  first  and  the  small  profit  of  the  latter 
would  be  a  consequence  of  the  difference  in  the  quan- 
tities of  their  respective  capitals. 

The  result  of  the  most  attentive  consideration, 
then,  is  to  compel  us  to  admit  that  there  is  a  tendency 
in  profits  to  distribute  themselves  among  the  posses- 
sors and  administrators  of  capital,  in  proportion  to 
their  several  capitals  and  administrative  capacities. 
But  the  possession  of  capital  and  the  capacity  to  ad- 
minister it  are  not  always  combined  in  the  same  indi- 
vidual, or  not  to  the  extent  requisite  for  the  most 
profitable  employment  of  capital.  The  almost  instinc- 
tive perception  of  these  truths  has  long  made  itself 
felt,  in  the  industrial  arrangements  formed  with  a  view 
to  increase  the  productiveness  of  labour  by  the  judi- 
cious direction  and  management  of  capital.  Indi- 
viduals have  lent  and  borrowed  capital,  and  they  have 
associated  their  capitals.  They  have  made  these  bar- 
gains under  no  compulsion ;  they  must  have  been 
induced  to  make  th  it  of  adva: 
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and  \ve  need  not  look  far  to  discover  in  what  this  ad- 
vantage consists. 

Borrowers  of  capital  think  that  they  can  earn  more 
profit  by  administering  the  capital  which  they  borrow, 
than  what  they  contract  to  pay  to  the  lenders. 
Lenders  think  that  they  could  not  obtain  so  much 
profit  by  administering  their  own  capital  as  borrowers 
contract  to  give  for  the  loan  of  it ;  or  they  know  that, 
if  free  from  the  charge  of  superintending  their  own 
capital,  they  can  earn  more  in  the  form  of  wages  by 
selling  their  labour.  The  practice  between  borrowers 
and  lenders  has  been  for  the  borrower  to  take  upon 
himself  the  entire  risk  of  the  capital  and  of  the  con- 
tingent profit,  and  to  contract  with  the  lender  to  pay 
him  a  definite  remuneration  for  the  use  of  his  capital, 
and  to  return  the  capital  itself  at  some  appointed 
time.  This  payment  contracted  to  be  made  by  bor- 
rowers, this  remuneration  for  the  use  of  capital,  has 
had  a  name  given  to  it,  and  that  name  is  "  Interest." 
It  must  be  clear  to  everybody  that  this  practice  of 
borrowing  and  lending  capital,  of  paying  and  receiv- 
ing interest,  must  tend  to  give  the  administration  of 
capital  to  those  who  can  conduct  it  most  conveniently 
and  profitably  as  between  the  contracting  parties,  and 
most  beneficially  for  society. 

The  lenders,  and  those  who  manage  for  them,  will 
be  careful  to  look  to  the  security  of  the  capital  which 
they  lend.  They  will  lend  to  capitalists  and  men  of 
character,  not  to  beggars.  Among  lenders  will  be 
the  guardians  and  trustees  of  infants,  old  people, 
thofte  who  wish  to  have  their  time  and  thoughts  at 
liberty  to  direct  more  advantageously  or  agreeably, 
those  who  are  incompetent  or  disinclined  to  administer 
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capital,  and  those  whose  capitals  are  too  smnll  to  admit 
of  their  being  separately  employed  to  advantage.  The 
borrowers  will  generally  be  capitalists,  because  capi- 
talists alone  can  offer  the  best  security ;  and  among 
them  will  be  the  most  able  and  enterprising  adminis- 
trators, because,  with  the  larger  profit  which  they  can 
hope  to  realize,  they  can  afford  to  offer  the  larger  rate 
of  interest. 

The  other  contrivance  for  aiding  the  profitable  ap- 
plication of  capital  is  association,  or  the  combining 
together  of  a  number  of  individual  capitalists.  When 
the  number  of  associates  is  small,  it  assumes  the  shape 
of  an  ordinary  industrial  firm  or  partnership.  The 
several  partners  divide  the  profit  or  bear  the  loss  in 
conformity  with  the  terms  of  the  partnership,  which 
admit  of  every  variety  of  adaptation  to  the  respective 
contributions  of  capital,  capacity,  and  connection  of 
the  associated  partners.  When  the  number  of  part- 
ners is  very  large,  it  may  assume  the  form  of  a  joint- 
stock  company,  in  which  the  administration  is  gene- 
rally delegated  to  a  small  number  of  the  partners, 
called  directors,  who  are  separately  paid  for  the  labour 
of  superintendence,  the  surplus  of  profit  being  dis- 
tributed as  dividend,  or  the  deficiency,  in  case  of  loss, 
being  apportioned  as  a  call  among  the  partners  or 
shareholders,  in  proportion  to  their  respective  shares. 

The  conditions  which  must  be  complied  with  to 
procure  for  individuals  or  communities  the  largest 
participation  in  those  means  of  well-being  denomi- 
nated "Profit,"  may  be  thus  briefly  summed  up. 
Work  must  be  steadily,  skilfully,  and  intelligently 
performed.  Wealth  must  be  saved,  and  afterwards, 
as  capital,  by  the  aid  of  loans  and  partners!/ 
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must  be  intrusted  to  the  persons  best  qualified  to 
administer  it,  and  dispersed  or  concentrated,  in  regard 
to  quantity,  time,  and  place,  as  best  to  suit  the  wishes 
of  those  upon  whom  is  thrown  the  responsibility  of 
failure,  and  who  are  entitled  to  benefit  most  largely 
by  success. 

Qualities  similar  to  those  shown  to  be  needful  to 
enable  labourers  to  earn  sufficient  wages,  are  needful 
to  enable  the  administrators  of  capital  to  earn  profit, 
with  this,  perhaps,  in  addition,  that  the  qualities 
should  be  more  perfectly  developed.  The  ground- 
work of  these  qualities  must  be  laid  by  good  indus- 
trial teaching  and  training  in  childhood  and  youth ; 
and  these  can  only  be  counted  upon  through  the  in- 
tervention of  parental  solicitude  judiciously  directed. 
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KENT. 

A  STJEVEY  of  society  brings  to  our  notice  individuals 
who  subsist  upon  "  wages,"  individuals  who  subsist 
upon  "interest,"  individuals  who  subsist  upou  the 
surplus  profit  remaining  after  payment  of  interest,  and 
individuals  who  subsist  upon  all  these  combined  in 
different  proportions.  There  are  other  individuals 
who  seem  to  derive  their  means  of  subsistence  from 
another  source,  to  which  another  name — "  Rent" — has 
been  given.  Is  this  really  another  source  of  income, 
or  compounded  of  one  or  more  of  the  other  sources, 
and  made  to  figure  under  a  new  name  ?  Be  this  as  it 
may,  the  word  is  in  everybody's  mouth,  and  whether  it 
stands  for  something  already  noticed  under  a  different 
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name,  or  what  other  source  of  income  is  indicated  by 
it,  it.-i  nil-ailing,  or  the  shadow  or  substance  for  which  it 
stands,  ought  to  be  ascertained.  There  certainly  are 
many  individuals  who  subsist  upon  "Bents,"  and  we 
hear  continually  of  the  rent  both  of  land  and  of  houses 
and  other  buildings,  and  also  of  machinery. 

As  regards  buildings  and  machinery,  that  which  is 
paid  for  the  use  of  them  by  the  borrower  to  the  lender 
would  seem  to  partake  of  the  nature  of  interest.  This 
distinction,  it  is  true,  may  be  pointed  out  between  the 
loan  of  a  house  or  of  machinery  and  the  loan  of  capital 
in  general.  In  the  latter  case,  it  is  understood  that  the 
capital  borrowed  is  to  be  returned  as  lent,  whereas,  in 
the  former,  the  house  or  machinery  would  be  returned 
impaired,  to  the  extent  at  least  of  what  is  considered 
ordinary  Avear  and  tear,  from  the  use  to  which  it  had 
been  put.  As  interest  is  the  name  given  to  remunera- 
tion for  the  use  of  capital,  it  being  understood  that  the 
capital  is  to  be  returned  unimpaired,  so  rent  appears 
to  bo  the  name  given  to  the  remuneration  for  the  use 
of  some  item  of  capital  which  the  borrower  docs  not 
engage  to  return  unimpaired.  Rent  so  interpreted 
will  be  something  more  than  interest — it  will  be  in- 
j)lus  what  is  considered  sufficient  to  compensate 
the  lender  for  the  deterioration  of  his  property. 

There  is  no  case  of  rent  of  machinery  for  which  this 
explanation  would  not  be  satisfactory.  It  is  payment 
for  the  use  of  capital  and  for  its  deterioration,  under  a 
which  designates  the  payment  made  for  both 
considerations.  It  will  vary  with  diiic-rent  machines 
of  equal  durability,  in  proportion  to  the 

iich  other  similar  machines  can  be  produced. 
Tor  if,  with  two  kinds  of  machinery  made  to  be  let,  equal 
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in  durability  and  cost,  one  kind  would  obtain  a  larger 
rent  for  its  maker  than  the  other,  it  is  obvious  that 
machine-makers  would  turn  their  attention  to  the 
making  of  that  kind  which  gave  them  the  larger  rent 
or  interest,  and  divert  their  attention  from  that  which 
yielded  the  smaller  rent  or  interest,  till  the  rent  of 
each  approached  to  equality.  Or  if  two  kinds  of  ma- 
chine, equal  in  cost,  but  nnequal  in  durability,  procured 
for  their  proprietors  equal  rents,  then  makers  would 
abandon  the  manufacture  of  the  less  durable  machines 
and  make  a  larger  number  of  the  more  durable,  till  an 
increase  in  the  rent  of  the  less  durable  was  established, 
sufficient  to  counterbalance  the  shorter  time  for  which 
the  rent  would  be  receivable. 

But  the  different  amounts  of  rent  to  be  derived  from 
buildings  cannot  always  be  thus  accounted  for.  We 
sometimes  see  a  building,  the  cost  of  erecting  which 
must  have  been  nearly  the  same  as  that  of  another, 
while  the  rent  derived  from  it  is  more  than  ten  times 
as  great.  Such  buildings  are  to  be  found  in  great 
thoroughfares,  or  on  the  banks  of  navigable  rivers,  or 
in  other  situations  which  afford  peculiar  facilities  for 
earning  profit  to  their  occupants.  Houses  thus  situ- 
ated cannot  be  multiplied  so  as  to  give  to  other  persons 
the  opportunity  of  carrying  on  their  industrial  occupa- 
tions with  the  same  advantages,  because  equally  favour- 
able sites  011  which  to  erect  them  are  not  to  be  had. 
In  the  case  of  buildings  so  advantageously  placed,  the 
rent  obtainable  by  the  proprietors  of  them  consists  not 
only  of  remuneration  for  the  use  of  them,  proportioned 
to  the  cost  of  their  erection  and  the  rapidity  of  their 
decay,  but  also  for  the  extra  profit  which  their  occupa- 
tion gives  the  opportunity  of  acquiring. 
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Extending  our  inquiries  from  machinery  and  build- 
ings to  land,  we  meet  everywhere  examples  of  the  most 
striking  differences  in  the  rent  that  is  paid  for  the 
privilege  of  using  or  occupying  it.  There  are  certain 
facts  connected  with  property  in  land,  which  ought  to 
be  stated  previously  to  entering  into  the  investigation 
of  the  causes  of  these  differences  of  rent.  Land  is  not 
capital ;  it  is  not,  like  machinery  and  buildings,  the 
produce  of  labour.  But  in  all  countries  the  right  of 
holding  it  as  property,  subject  to  certain  regulations, 
has  been  conferred  and  sanctioned  by  law.  In  old- 
settled  countries,  it  has  through  many  generations 
bet  11  transferred  by  one  owner  to  another,  and  has 
been  let  by  the  land-owner  for  rent.  The  occupier,  in 
virtue  of  this  permission,  is  called  a  tenant.  In  our 
own  country,  and  in  other  old-settled  countries,  the 
whole  of  the  land  is  appropriated,  and  the  permission 
to  occupy  any  portion  of  it  can  only  be  obtained  by 
one  who  is  not  a  laud-owner,  through  the  payment  of 
rent.  The  ownership  of  land  exists  in  every  variety 
of  shape.  Individuals,  trustees  for  schools,  hospitals, 
municipalities,  and  the  government,  as  representing  the 
whole  people,  may  be  enumerated  among  the  owners 
of  laud  in  different  parts  of  the  country.  Now,  the 
owners,  whoever  they  may  be,  grant  permission  to 
others  to  occupy  their  land  in  consideration  of  the 
rent  which  they  are  to  receive  in  return.  "Why  they 
should  be  able  to  obtain  rent  at  all,  and  whether  they 
always  can,  and  why  some  should  receive  large  rents 
for  small  pieces  of  land,  while  others  only  receive 
small  rents  for  larger  surfaces,  is  what  we  would  now 
ascertain. 

In  a  densely-peopled  country  like  England,  where 
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every  spot  of  ground  has  its  owner,  there  are  tracts 
which  have  never  yet  been  cultivated.  "When  we 
inquire  into  the  reasons  for  their  remaining  in  this 
apparently  neglected  state,  we  learn  that,  in  the  case 
of  most  of  them,  they  cannot,  in  the  present  state  of 
our  agricultural  knowledge  and  skill,  be  made  to  yield 
a  profit  to  the  cultivator.  In  some,  the  cultivator 
would  despair  of  seeing  the  capital  expended  in  cultiva- 
tion returned  to  him,  even  without  profit.  The  owner 
of  such  land  might  look  out  in  vain  for  a  tenant  who 
would  bargain  to  pay  him  rent  for  the  privilege  of 
sinking  his  capital  upon  it.  Lands  of  this  description 
are  left  uncultivated.  They  are  condemned  as  barren 
— as  offering  no  opportunity  to  the  capitalist  to  extract 
a  profit  out  of  the  capital  to  be  expended  upon  them. 
There  are  other  tracts  which  will  but  just  yield  to 
their  respective  cultivators  that  moderate  amount  of 
profit  which  is  obtainable  elsewhere  by  like  capital, 
managed  with  like  capacity.  The  owners  of  these 
lands,  it  must  be  evident,  could  never  meet  with 
tenants  who  would  bargain  to  pay  more  than  a  nominal 
rent.  Very  different  is  the  position  of  those  who  own 
lands  which  will  yield  to  cultivators  returns  greatly 
exceeding  the  profit  ordinarily  obtainable  by  those  who 
manage  like  capitals  with  like  capacity  elsewhere. 
The  owners  of  the  land  thus  enabling  its  occupants  to 
extract  from  it  so  much  more  than  the  ordinary  profit, 
would  meet  with  abundance  of  tenants  anxious  to 
occupy  their  lands,  if  something  less  than  the  entire 
surplus  above  the  ordinary  profit  were  to  be  insisted 
upon  in  the  shape  of  rent,  and  some  who  would  con- 
sent to  pay  the  whole  of  this  surplus  as  rent. 

Lands  of  different  degrees  of  fertility  are  to  be  met 
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with  interspersed,  in  every  variety  of  form  and  com- 
bination, throughout  the  whole  country,  in  what  are 
called  farms;  and  the  cultivators  are  known  by  the 
appellation  of  farmers.  What  are  the  several  capabili- 
ties of  these  farms  to  yield  to  competent  tenants 
returns  in  excess  of  the  ordinary  profit  becomes  a  sub- 
ject of  computation  for  land-owners,  farmers,  and  for 
agents  who  especially  lay  themselves  out  to  acquire 
the  experience  which  will  qualify  them  to  make  such 
computations.  Of  course,  in  an  extensive  country, 
there  are  always  some  land-owners  on  the  look-out  for 
tenants,  and  some*  farmers  in  search  of  farms ;  and 
their  respective  efforts,  aided  by  such  counsel  as  they 
choose  to  apply  for,  establish  the  rent  and  terms 
ultimately  agreed  upon  for  what  is  considered  the 
benefit  of  both  parties  ;  the  object  aimed  at  being  in 
all  cases  to  establish  what  surplus  above  the  ordinary 
profit  the  farm  in  question  is  capable  of  yielding.  That 
surplus  it  is  which  ought  to  be  considered  as  rent, 
however  much  the  actual  payment  may  differ  from  it, 
owing  to  the  success  in  bargaining  of  either  of  the  con- 
tracting parties,  or  to  the  feelings  of  favour  and  affec- 
tion tliat  may  lead  the  lessor  to  abandon  a  portion  of 

venue  within  his  reach. 

A  consequence  follows  from  this  freedom  of  bargain- 
ing for  the  right  to  occupy  land,  which,  in  its  influence 
upon  the  industrial  progress  of  society,  ought  not  to  be 
lost  sight  of.  Those  bidders  for  the  occupancy  of  land 
who  are  below  the  :  in  their  possession  of  the 

means  of  obtaining  large  returns  from  it  must  give 
way  to  others,  because  they  cannot  afford  to  pay  as 
much  rent  as  others.  Those  who  are  above  the  av 

illy  those  who  have  the  sagacity  to  recognise 
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some  peculiar  capability  in  the  land  hitherto  overlooked, 
will  obtain  a  preference  over  other  bidders,  because 
they  can  offer  to  pay  more  rent  than  others.  In  this 
•way  does  land  not  only  become  tenanted  by  those  who 
can,  by  improved  treatment,  draw  larger  quantities  of 
produce  out  of  it,  but  also  by  those  who  can  turn  it  to 
altogether  different  and  more  advantageous  purposes, 
according  as  new  wants  develope  themselves.  Thus  m  , 
the  vicinity  of  growing  towns,  tenants  successively 
offer  advancing  rents  for  land  that  had  previously  been 
under  the  plough,  as  cow-keepers,  market-gardener!?, 
brickmakers  and  builders.  In  each  step,  the  land  is 
diverted  from  one  purpose  to  another  more  useful  to 
society ;  and  the  capitalist  who  first  originates  and  has 
the  capacity  to  carry  out  the  improvement,  is  the  one 
who  obtains  the  occupancy,  because  he  offers  more 
rent  than  others  could  venture  to  offer. 

The  same  principles  must  determine  the  amount  of 
rent  obtainable  for  land  occupied  for  mining-  purposes. 
No  land  containing  mineral  will  be  worked,  if  the 
mineral  produce  do  not  suffice  to  replace  the  capital 
expended  in  working  it.  And  if  there  be  mines  that 
are  known  to  yield  vastly  more  produce  in  proportion 
to  the  capital  and  skill  employed  in  working  them  than 
can  be  obtained  from  other  mines,  which  nevertheless 
yield  a  profit,  the  proprietors  of  such  mines  will  never 
be  at  a  loss  to  find  tenants,  who,  for  the  right  to  work 
them,  will  undertake  to  pay  a  rent  somewhat  approxi- 
mating to  the  surplus  arising  out  of  what  may  be 
considered  the  extra  richness  of  the  mine. 

An  admirable  opportunity  for  verifying  the  accuracy 
of  this  account  of  rent  is  offered  on  the  occasion  of 
planting  a  new  colony,  and  in  what  is  of  daily  occur- 
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pence  in  the  back  settlements  of  the  United  States. 
It  is  open  to  all,  who  are  prepared  to  encounter  the 
hardships  of  colonial  life,  and  to  sever  themselves  from 
the  refinements  and  conveniences  which  are.  only  to  be 
had  through  a  certain  density  of  population,  to  acquire 
land  of  the  highest  fertility  for  almost  nothing.  As 
long  as  they  can  do  this  they  will  not  offer  to  pay  rent 
to  proprietors  of  similar  laud.  They  might  offer  to 
pay  rent  to  one  who  had  preceded  them,  as  a  com- 
pensation for  his  outlay  in  clearing,  or  to  escape  such 
outlay  themselves,  but  this  rent  could  be  considered 
in  no  other  light  than  as  profit  on  the  capital  expended. 
So  soon  as  all  the  most  fertile  land  and  the  best  sites 
had  been  appropriated,  or  as  the  growth  of  towns  had 
imparted  special  advantages  to  lots  already  occupied, 
motives  are  presented  for  offering  to  pay  for  the  privi- 
lege of  cultivating  lands  already  appropriated,  rather 
than  be  driven  to  the  cultivation  of  less  eligible  lands, 
for  which  no  rent  need  be  paid.  As  society  advances 
and  lands  of  inferior  fertility  are  successively  brought 
under  cultivation,  the  motive  to  offer  more  and  more 
for  permission  to  occupy  lands  of  superior  fertility 
already  appropriated  arises  at  the  same  time.  With 
the  advance  of  science  and  skill  also,  while  the  best 
lands  are  made  to  produce  more,  lands  previously  con- 
demned as  incapable  of  being  made  even  to  replace  the 
capital  requisite  for  their  cultivation  are  turned  into 
profitable  farms,  and  thus  the  annual  income  derivable 
from  rent  grows  with  the  growth  of  society. 

Hereafter  it  will  be  interesting  to  examine  some 
more  of  the  purposes  to  which  rent  has  been  applied, 
and  to  which  it  is  susceptible  of  being  advant  igeously 
applied.  In  this  place  it  suffices  to  observe  in  regard 
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to  the  capitalists  and  employers  of  capital,  whose  pro- 
vince it  lias  become  to  conduct  all  industrial  operations, 
that  they  are  not  compelled  to  pay  rent  at  all ;  that 
those  who  pay  more  rent  than  others,  only  do  so,  if 
they  know  how  to  manage  their  business,  because,  after 
their  payment  of  rent,  they  are  better  off",  or  at  least  as 
well  off  as  those  who  pay  less ;  and  that  if  the  land- 
owners, whoever  they  may  be,  on  their  own  account, 
or  as  trustees  for  the  community  at  large  or  for  others, 
under  the  prevailing  laws  and  usages,  did  not  give  the 
preference  to  those  tenants  who  with  good  security 
offer  to  pay  the  largest  rent,  they  would  not  only  fail 
to  obtain  as  much  income  as  possible  to  promote  the 
object  to  which  the  rent  is  destined,  but  they  would 
assist  to  withhold  the  land  from  those  occupants  who 
could  turn  it  to  the  best  account  for  the  benefit  of 
society. 

We  are  of  course  only  considering  land  in  relation 
to  its  industrial  purposes.  The  portion  which  ought 
to  be  set  apart  for  purposes  of  health,  recreation,  and 
ornament  must  be  determined  on  other  grounds. 
Nobody  requires  to  be  told  that  land  appropriated  for 
these  purposes  will  yield  no  rent ;  nor  will  it  assist  a 
capitalist  to  realise  profit.  But  the  rent  forborne 
may  be  computed  and  may  be  found  to  be  enormous, 
and  yet  the  benefit  to  society  from  appropriating  the 
land  to  other  than  industrial  purposes  may  be  so  im- 
measurably large,  that  the  rent  abandoned  will  sink 
into  comparative  insignificance. 

Viewed  as  an  arrangement  of  industrial  life,  the  ;ll 
practice  of  paying  rent  seems  to  be  attended  with 
numerous  advantages  and  conveniences.     In  the  wider 
acceptation  of  the  term,  rent  may  be  said  to  be  the 
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payment  made  for  the  right  to  the  occupancy  of  any- 
thing— whether  machinery,  buildings,  or  lands  and  the 
improvements  thereon — adding  compensation  for  de- 
terioration, if  any,  during  occupancy.  "Where  enjoy- 
ment is  what  is  looked  for  out  of  what  is  occupied,  it 
is  the  tenant's  business  to  judge  for  himself  whether 
the  enjoyment  anticipated  will  compensate  for  the  rent 
which  he  undertakes  to  pay.  Where  profit  is  what  is 
looked  for,  it  is  part  of  a  capitalist's  business  to  calcu- 
late whether,  through  the  occupancy  for  which  he 
•  •s  to  pay  rent,  he  can  make,  after  paying  rent,  as 
much  or  more  profit  than  he  could  make  without  it. 
In  the  more  restricted  sense  of  the  term,  rent  is  the 
payment  made  for  the  right  to  occupy  laud  which 
enables  its  occupant,  after  paying  rent,  to  earn  as 
much  profit,  at  least,  as  he  could  earn  elsewhere  with 
the  same  capital.  In  either  sense,  the  payment  of  rent 
is  not  compulsory;  and  if  the  practice  of  accepting 
less  than  the  largest  rent  obtainable  with  the  best 
security  were  to  supersede  the  prevailing  practice  of 
seeking  for  the  largest  rent  from  the  best  tenants,  the 
property  let,  whether  land  or  items  of  capital,  would  be 
withheld  from  those  by  whom  its  occupancy  is  most 
desirable,  whether  for  the  enjoyment  or  profit  to  be 
extracted  out  of  ii:. 
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DIVISION   OF   LABOUR  AND   INTERCHANGE. 

AT  this  stage  of  our  investigation  we  may  congratulate 
ourselves  upon  having  succeeded  in  tracing  out  the 
direction  assumed  by  wealth  in  the  course  of  its  dis- 
tribution. Part  goes  to  the  labourers  as  wages,  or  to 
replace  the  capital  out  of  which  the  wages  had  been 
lisbursed ;  part  goes  to  the  capitalists  as  profit,  and 
the  remainder  to  the  land- owners,  who,  by  themselves 
or  their  agents,  collect  all  that  surplus  which  capitalists 
can  afford  to  pay,  still  maintaining  themselves  in  as 
good  a  position,  as  regards  their  capital  and  attainments, 
as  other  capitalists  who  pay  less  rent  or  no  rent  at  all. 
These  conditions  of  distribution,  it  is  manifest,  need 
not  lead  to  the  supposition,  as  they  do  not  imply,  that 
each  individual  in  society  must  be  exclusively  either 
labourer,  capitalist,  or  land-owner.  Indeed,  hence- 
forward, no  state  of  society  can  have  much  pretension 
to  civilization  where  labourers  are  not  capitalists,  with 
the  exception  of  the  very  young,  whose  capacity  to 
produce  is  necessarily  small,  and  whose  opportunities 
for  saving  have  been  smaller.  Having  saved,  the 
option  is  presented  to  them  to  employ  their  savings, 
to  lend  them,  or  to  exchange  them  for  a  title  to  rent. 

Let  us  now  proceed  to  inform  ourselves  of  some  of 
the  contrivances  and  practices  to  which  knowledge  has 
assisted  industry,  as  a  means  of  making  it  more  pro ' 
ductive.  Among  these  stands  foremost  "  Division  of 
Labour; "  a  method  of  conducting  industrial  operations 
which  has  been  partially  adopted  all  over  the  civilized 
world,  but  most  successfully  and  generally  in  those 
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countries  where  large  accumulations  of  wealth  and 
dense  masses  of  people  are  to  be  found.  Skill,  we 
have  already  observed,  is  one  of  the  great  aids  of 
industry.  But  perfection  in  skill  is  only  to  be  obtained 
by  practice ;  and  for  practice  frequent  repetition  and 
continuous  attention  are  indispensable.  What  goes 
by  the  name  of  skill  among  us  could  never  exist  among 
a  people  where  each  individual  had  every  thing  to  do 
and  produce  for  himself;  neither  giving  assistance  to 
nor  receiving  it  from  others.  A  builder,  a  weaver,  a 
potter,  a  cutler,  a  watchmaker,  or  an  optician,  so  situ- 
ated as  to  be  called  from  his  work  to  supply  by  turn 
all  the  wants  of  his  existence,  would  exhibit  somewhat 
contemptible  specimens  of  his  workmanship,  compared 
with  those  results  of  skill  which  every  day  excite  our 
admiration,  and  place  within  our  reach  such  manifold 
enjoyments.  Even  where  comparative  facilities  exist 
for  carrying  on  the  business  of  production,  but  without 
the  advantage  of  most  of  the  advanced  subdivisions 
of  labour  which  have  not  yet  been  introduced,  as  on 
farms  in  thinly-peopled  countries,  the  food,  the* 
clothing,  and  the  furniture  produced  on  the  spot  would 
make  a  sorry  display,  either  in  quantity  or  quality,  if 
placed  side  by  side  with  what  the  miller,  the  clothier, 
the  upholsterer,  and  many  others  would  bring  together 
from  the  produce  of  their  separate  callings. 

Neither  ought  we  to  overlook  the  facilities  offered  by 
the  division  of  labour  for  the  happy  application  of  the 
Sfvi-r:vl  and  various  powers,  and  for  the  gratification  of 
the  several  and  various  tastes  of  individuals,  classes, 
and  races.  The  timid  and  cautious  can  suit  themselves 
in  the  choice  of  their  industrial  work,  as  well  as  the 
hardy  and  adventurous.  The  blind,  the  deaf,  and  the 
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maimed  can  be  provided  with  useful  employment  ac- 
commodated to  their  limited  faculties,  while  the  most 
gifted  have  industrial  rewards  and  responsibilities 
allotted  to  them,  alike  useful  to  the  community  and 
honourable  to  themselves.  "Women  and  children 
are  enabled  also  to  participate,  unharmed,  in  the 
severe  labours  of  the  foundry  and  smithy,  and  in  the 
dangers  and  hardships  of  other  vocations,  by  the 
dexterity,  tact,  and  refinement  with  which  they  super- 
intend, prepare,  and  arrange  the  food,  clothing,  fur- 
niture, and  all  the  domestic  comforts  and  recreations, 
without  which  manly  vigour  is  but  ill  prepared  to  cope 
with  the  hardships  and  trials  that  properly  fall  to  its 
share. 

There  are  many  articles  of  wealth  which  could  never 
be  produced  at  all,  and  many  services  which  could  never 
be  performed,  without  the  aid  of  division  of  labour. 
Were  we  to  grant  that  men  might  build  certain  clumsy 
vessels,  to  which  the  names  of  boats  and  ships  should 
be  applied,  and  at  the  same  time  feed  and  clothe  them- 
selves, they  could  scarcely  make  the  nautical  instru- 
ments, bring  together  the  stores  and  tackle,  and 
acquire  knowledge  and  skill  enough  in  their  use,  to 
navigate  the  vessels  which  they  had  constructed.  The 
slates,  stones,  and  mineral  ores  from  which  we  derive 
"so  many  means  of  enjoyment  are  mostly  to  be  obtained 
in  places  where  the  necessaries  of  life  are  not  to  be 
had,  unless  brought  from  a  distance.  More  than  enough 
may  have  been  learned,  even  from  this  very  cursory 
glance  at  the  proceedings  of  industrial  life,  to  satisfy 
us  how  greatly  we  benefit  by  division  of  labour,  in  the 
quantity  and  quality  of  the  commodities  produced,  in 
the  comfort  to  ourselves  while  producing  them,  and  in 
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the  furtlicr  comfort  from  the  readiness  and  exactitude 
of  their  transport  to  the  places  where  and  at  the  times 
when  the  desire  to  possess  and  enjoy  them  is  the  most 

ily  felt. 

It  must  not  be  thought  that  all  the  consequences  of 
division  of  labour  have  been  exhausted  when  we  have 
convinced  ourselves  of  the  greatly  increased  wealth  of 
which  it  is  the  means.  One  other  consequence  may 
almost  be  said  to  suggest  itself.  Granting  that  divi- 
sion of  labour  adds  largely  to  the  quantity  of  wealtr, 
produced,  division  of  labour  and  nothing  besides 
would  leave  us  with  a  very  awkward  distribution  of 
this  abounding  wealth.  The  producers  collectively 
would  be  possessed  of  abundance  of  wealth;  but, 
however  successful,  each  among  them  would  not  be 
in  possession  of  the  kind  of  wealth  he  wanted.  The 
brick-maker  would  have  a  superabundance  of  bricks, 
while  he  would  want  food  and  clothing;  the  baker, 
with  a  large  supply  of  loaves,  would  be  in  want  of 
i-l-ahing  and  furniture ;  the  weaver,  with  all  his  cloth, 
would  perish  for  want  of  bread  and  fuel.  There  is 
only  one  contrivance  or  course  of  conduct  by  which 
the  various  producers  of  wealth  can  enjoy  the  abun- 
dance bestowed  by  division  of  labour.  They  must 
exchange  with  one  another  ;  in  other  words,  "  Inter- 
change" is  indispensable  to  division  of  labour.  With- 
out interchange  division  of  labour  would  be  impossible. 
Division  of  labour,  it  is  true,  precedes  interchange  ; 
but  it  could  not  be  resorted  to,  unless  with  the  con- 
viction that  interchange  will  follow.  It  affords  an 
example  of  the  same  kind  of  influence  over  human 
action  that  we  have  seen  to  be  exercised  by  security 
of  property.  For  as  security  of  property,  which  can- 
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not  precede  its  production,  is  nevertheless  indispensable 
to  production,  so  interchange,  which  cannot  precede 
division  of  labour,  is  indispensable  to  its  development. 
In  each  case,  the  feeling  of  the  assurance  that  the 
consequent  will  follow  acts  an  important  part,  and 
occupies  a  prominent  position  among  the  causes  which 
promote  industrial  effort,  and  add  to  its  productiveness. 

Accepting  division  of  labour  as  a  great  industrial 
boon,  we  must  not  shut  our  eyes  to  the  conditions 
attached  to  it.  Division  of  labour  unthought  of,  men 
need  only  to  ask  themselves  what  they  would  consume 
and  enjoy ;  and  then  set  to  work  to  produce  it  as  well 
as  possible.  Division  of  labour  adopted,  men  may  still 
ask  themselves  what  they  would  consume  and  enjoy ; 
but,  in  order  to  procure  it,  they  must  produce  what 
somebody  else  wants  to  consume  and  enjoy.  "While 
division  of  labour  imparts  an  enormously  large 
increase  to  the  production  of  wealth,  it  introduces  this 
new  condition  of  industrial  success,  that  each  pro- 
ducer, instead  of  fixing  his  thoughts  exclusively  upon 
what  he  himself  wishes  to  consume,  must  be  intent  upon 
producing  what  somebody  else  will  desire  to  consume. 

Division  of  labour,  then,  introduces  another  con- 
dition of  industrial  success.  This  is  so  obvious,  that 
to  note  it  and  to  record  it  among  the  other  conditions 
might  appear  to  be  sufficient ;  and  yet  it  is  so  im- 
portant, a  want  of  attention  to  it  must  be  so  fatal 
to  success,  that  to  enlarge  rather  too  much  upon  it 
will  be  more  excusable  than  to  leave  unnoticed  some  of 
the  rules  which  must  be  complied  with  by  all  pro- 
ducers desirous  of  regulating  their  industrial  proceed- 
ings in  harmony  with  this  condition.  To  intend  so  to 
act,  and  to  be  qualified  so  to  act,  are  not  precisely  the 
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same  thing.  Observation  and  reflection,  for  which 
opportunities  must  be  had,  can  alone  enable  producers 
to  form  a  sound  judgment  of  what  .ire  likely  to  be  the 
future  wants  of  other  producers,  with  whom  they  may 
wish  to  make  an  exchange  of  commodities.  Desires 
and  tastes  are  subject  to  vary  with  seasons  and  with 
improvements  in  knowledge  and  habits;  and  pro- 

.  who  would  not  be  left  without  opportunity  of 
procuring  what  they  want  by  interchange,  must  be 
vigilant  and  sagacious  to  anticipate  these  changes,  so 
as  always  to  have  that  to  offer  in  exchange  which 
desire  to  possess.  Moreover,  consideration 
must  be  given  to  what  is  being  done  by  other  pro- 

;  that  man  would  ill  accommodate  himself  to 
the  requirements  of  division  of  labour  and  interchange 
who,  at  the  outset  of  his  industrial  career,  should 
engage  in  the  production  of  even  so  much  coveted  a 
commodity  as  bread,  in  which  more  producers  than 
enough  to  satisfy  all  the  wants  of  the  community 

.  1  ready  employed,  rather  than  in  the  production 
of  some  commodity  less  needful  in  itself,  as  muslin, 
but  to  the  supply  of  which  an  insufficient  number  of 
producers  were  applying  themselves. 

Division  of  labour  and  interchange,  in  conjunction, 
enable  the  inhabitants  of  each  country  to  participate 
in  the  products  of  every  soil  and  climate,  instead  of 

•  •onfined  to  the  products  of  one.  The  extension 
of  our  enjoyments  from  those  sources  is  so  well  known, 

•T,  that  proof  and  illustration  would  be  super- 

:  and  it  is  scarcely  necessary  to  remark  that 
the  full  benefit  derivable  from  them  is  only  to  be 

1  by  the  cultivation  and  practice  of  all  the 
industrial  qualities  already  enumerated.  Integrity 
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and  punctuality  are  specially  called  for  in  those  ap- 
plications of  the  division  of  labour  where  the  entire 
completion  of  any  work  would  be  prevented  or 
retarded  by  neglect  of  duty  in  complying  with  some 
requirements  as  regards  the  quantity  or  quality  of  the 
work,  or  the  time  of  its  performance. 

The  difference  in  the  responsibilities  of  capitalists 
and  labourers,  of  employers  and  employed,  in  respect 
of  the  consequences  of  division  of  labour,  deserves 
some  notice.  The  connection  between  the  two  being 
formed,  the  contract  being  made,  the  employers 
direct  and  order,  the  employed  execute  and  obey ;  the 
employers  risk  their  capital,  the  employed  secure  their 
wages  in  advance.  If  the  employers  cause  com- 
modities to  be  produced  for  which  they  obtain  much 
in  exchange  compared  with  their  cost  of  production, 
they  gain  a  large  profit ;  while  those  employed  under 
them  prosper  by  participating  in  the  industrial  instruc- 
tion and  skill  always  to  be  acquired  by  those  who 
serve  with  zeal  and  fidelity  in  a  well-managed  esta- 
blishment, and  can  look  forward  with  confidence  to 
the  increasing  wages  consequent  upon  the  growing 
excellence  of  their  work.  If  the  employers  cause 
commodities  to  be  produced,  for  which  they  obtain 
little  in  exchange  compared  with  their  cost  of  produc- 
tion, they  sustain  a  loss  of  capital ;  while  the  detri- 
ment to  the  labourers  is  that  of  serving  in  an  esta- 
blishment which  does  not  withhold  present  wages,  but 
which  presents  small  helps  for  acquiring  industrial 
instruction,  or  the  increasing  wages  to  which  it  leads. 
There  is  this  distinction,  then,  between  the  duties 
imposed  by  division  of  labour  upon  employers  and 
those  whom  they  employ.  The  capitalists  and  super- 


DIVISION  OF   LABOUB  AND   ISTEECHANGE.         75 

inlendents  of  capital  must  organize  and  direct  indus- 
trial proceedings,  so  as  to  produce  commodities  in  the 
quantity,  of  the  quality,  and  at  the  places  and  times 
in  which  they  are  most  likely  to  be  wanted  by  others. 
The  labourers  must  carry  out  the  instructions  of 
their  employers  to  the  best  of  their  ability,  and  strive 
to  acquire  those  industrial  qualifications  which  will 
make  them  most  sought  for  by  the  employer.,^  who 
best  know  how  to  turn  them  to  profitable  account, 
and  who,  while  doing  so,  give  them  the  best  opportu- 
nities of  further  industrial  improvement. 

Neither  must  it  be  forgotten  that  among  the 
present  employed  are  the  employers  as  well  as  the 
labourers  of  the  future.  Together  tTiey  are  serving 
their  industrial  apprenticeship.  According  to  their 
acquirements,  their  capabilities,  their  tastes,  tempers, 
and  savings,  they  will  occupy  in  the  future  the  posi- 
tion of  ordinary  labourers,  of  skilful  labourers,  or  of 
employers  of  labour.  And  the  arrangements  of  indus- 
trial life,  by  which  capital  is  transferred  by  loan, 
dispersed,  or  held  in  small  lots,  or  concentrated  into 
large  masses  by  partnership,  greatly  facilitate  the 
efforts  of  all  so  to  apply  their  own  resources  as  to 
suit  the  temperament,  the  capacity,  and  the  inclina- 
tion of  eacii. 
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YALT7E. 

THE  responsibility  of  directing  aright  the  industrial 
efforts  of  the  community  devolves  upon  the  capitalists. 
The  sense  of  this  responsibility  has  weighed  sufficiently 
upon  them  collectively,  to  cause  many  to  shrink,  and 
wisely,  from  assuming  it.  Loans,  partnership,  and 
separate  payment  for  aptitude  in  directing  capital  are 
the  contrivances  by  which  it  has  been  attempted  to 
obtain  for  capital  that  direction  best  calculated  to  turn 
it  to  profitable  account.  Let  us  now  endeavour  to 
trace  out  the  necessary  course  of  action  of  the  directors 
of  capital  under  the  influence  of  division  of  labour  as 
adopted,  apparently,  by  universal  consent. 

The  commodities  to  the  production  of  which  each 
capitalist  turns  his  attention,  and  directs  his  industrial 
efforts,  are  produced  by  him  to  be  exchanged  for  other 
commodities.  He  must,  accordingly,  be  careful  to 
engage  in  producing  such  commodities  as  are  likely  to 
be  desired  by  those  who  possess  the  commodities 
wanted  by  himself.  But  his  anxiety  will  not  stop  here. 
He  will  be  ever  desirous  to  produce,  not  merely  com- 
modities that  are  wanted,  but  those  which  are  most 
wanted  ;  for  nobody  needs  to  be  told  that,  in  regard  to 
a  commodity  brought  to  market,  the  quantity  of  other 
commodities  obtainable  in  exchange  for  it  must  depend 
somewhat  upon  the  urgency  of  the  desire  to  obtain 
possession  of  it  by  those  who  possess  other  com- 
modities. 

The  quantity  of  other  commodities  obtainable  in 
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exchange  for  that  which  is  to  be  produced  must  be 
constantly  in  the  thoughts  of  every  director  of  capital. 
A  name — "Value" — for  this  object  of  desire  has  been 
adopted,  and  is  familiar  to  most  people.  Like  many 
other  names,  it  has,  unfortunately,  been  used  in  more 
senses  than  one,  occasioning  the  perplexity  and  con- 
fusion inseparable  from  such  misuse  of  language. 
"  Value,"  with  us,  will  mean  "  the  quantity  of  other 
commodities  obtainable  in  exchange  for  the  commodity 
to  be  disposed  of."  This  is  the  sense  in  which  we 
have  the  satisfaction  of  knowing  it  to  be  used  by  the 
most  accurate  thinkers  and  the  best  expounders  of  the 
present  times ;  and  we  shall  leave  our  readers  to  exer- 
cise their  sagacity  and  reasoning  powers  in  detecting 
and  tracing  the  aberrations  inseparable  from  the  un- 
skilful employment  of  a  word,  sometimes  used  in  one 
sense,  then  in  another,  and,  lastly,  without  any  sense 
at  all. 

In  order  to  produce  commodities  for  which  a  large 
value  may  be  reasonably  expected,  and  then  to  obtain 
that  value,  we  must  have  some  knowledge  of  the  cir- 
cumstances which  lead  to  fluctuations  of  value.  To 
characterise  these  circumstances  is  easy  enough.  To 
anticipate  them,  and  to  shape  industrial  operations 
suitably  to  them,  is  a  work  of  difficulty,  requiring 
sagacity,  circumspection,  and  enterprising  activity, 
which,  combined  in  a  high  degree  of  perfection,  fall  to 
the  lot  of  few.  We  will  proceed  to  enumerate  these 
circumstances ;  and  for  that  purpose  it  will  be  con- 
venient to  assume  a  certain  state  of  market — to  adopt 
given  proportions  of  the  quantities  in  which  the  various 
commodities  are  offered  and  received  in  exchange. 
What  this  state  of  market  may  be  is  immaterial,  as  wo 
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only  need  to  examine  the  circumstances  which  must 
bring  about  a  change  in  it. 

In  this  given  state  of  the  market,  if,  while  every- 
thing else  remained  the  same,  the  quantity  of  one 
commodity,  say  of  hats,  was  doubled,  those  who  offered 
hats  in  exchange  would  obtain  for  each  hat  less  in  ex- 
change than  they  had  obtained  before.  Hats  would 
fall  in  value,  owing  to  the  increased  quantity  brought 
to  market.  All  other  commodities  would  rise  in  value 
as  measured  in  hats. 

But  if  the  quantity  of  hats,  instead  of  being  doubled, 
were  to  be  diminished  by  one-half,  those  who  offered 
hats  in  exchange  would  obtain  more  in  exchange  for 
each  hat  than  they  had  obtained  before.  For  the 
anxiety  of  the  proprietors  of  the  other  commodities  to 
obtain  the  quantity  of  hats  which  they  had  been  look- 
ing forward  to,  and  which  some  must  go  without, 
would  cause  them  to  offer  more  in  exchange  for  each  hat 
than  they  had  done  before.  Hats  would  rise  in  value, 
while  all  other  commodities  would  fall  in  value  as 
measured  in  hats. 

Again,  all  other  things  remaining  the  same,  let  us 
suppose  a  diminution  in  the  desire  or  wish  to  obtain 
some  one  commodity,  such  as  hats  ;  the  proprietors  of 
hats,  each  wishing  to  obtain  other  commodities,  would 
have  to  put  up  with  less  in  exchange  for  each  hat,  in 
order  to  dispose  of  them.  Hats  would  fall  in  value, 
owing  to  the  diminution  in  the  desire  of  obtaining 
them  on  the  part  of  those  who  possessed  other  com- 
modities. All  other  commodities  would  rise  in  value 
as  measured  in  hats. 

Or  if,  other  things  remaining  the  same,  an  increased 
.desire  to  obtain  hats  sprang  up,  the  proprietors  of 
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hats  would  receive  more  than  before  in  exchange  for 
each  hut,  oil  account  of  the  anxiety  generally  felt  by 
eacli  person  who  wanted  a  hat  not  to  be  among  those 
who  must  go  without.  Hats  would  rise  in  value,  on 
account  of  the  increase  in  the  desire  of  obtaining  them 
on  the  part  of  those  who  had  other  commodities  to 
oiler  in  exchange.  All  other  commodities  would  fall 
in  value  as  measured  in  hats. 

Succinctly  expressed,  fluctuations  in  value  vary  with 
the  fluctuations  in  supply  and  demand.  By  "supply," 
of  course,  is  meant  "quantities  at  market;"  and  by 
"  demand"  is  meant  "  quantities  desired  by  those  who 
other  commodities  to  offer  in  exchange."  It 
need  scarcely  be  mentioned  that  a  desire  to  obtain  by 
those  who  have  no  commodity  to  offer  in  exchange, 
can  of  itself  exercise  no  influence  over  values.  A 
desire  felt  by  persons  so  circumstanced  does  not  con- 
stitute what  goes  by  the  name  of  demand.  With  this 
caution,  we  may  confidently  aflirm  that  "values" 
depend  upon  "  supply  and  demand." 

"We   should  have   a  mean  opinion    of  the  under- 
standing of  anybody  who  coidd  be  content  to  stop 
here.     It  is  difficult,  indeed,  to  conceive  how  such 
questions  as  these  can  fail  to  obtrude  themselves  upon 
ail  who  are  not  entirely  bereft  of  the  spirit  of  inquiry. 
;-  What   do    supply    and    demand    depend    upon?" 
.t    causes    them  to  fluctuate?"   and  "are  the 
•itions  controlled:"    and   "how?"      And    the 
•  of  observation  and  reflection   into  which   an 
inquirer  will  be  led,  in  his  effort  to  discover  satisfactory 
rsto  these  qur  ill  amply  reward  him  by 

. . owlcdgc  acquired,  and  by  the  strength  and  vigour 
:rted  to  his  observing  and  reflecting  faculties. 
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The  supply  of  some  commodities,  such  as  vegetable 
products,  is  more  subject  to  fluctuation  than  that  of 
others;  vegetable  products  are  acted  upon  by  the 
unfavourable  vicissitudes  of  the  weather. 

"With  vegetable  products,  the  supply  of  some,  of 
green  fruit  and  potatoes,  for  example,  is  more  subject 
to  fluctuation  than  that  of  others — say,  of  seed  and 
grain — because  the  former  are  the  more  perishable. 
A  half  crop  of  the  former  must  mean  a  half  supply ;  a 
half  crop  of  the  latter  might  be  compatible  with  a 
supply  equal  to  more  than  three-fourths  of  the  usual 
supply,  owing  to  the  surplus  of  preceding  harvests ; 
or  a  double  crop  of  the  former  must  mean  a  double 
supply,  while  a  double  crop  of  the  latter  might  mean 
no  more  than  a  supply  increased  by  one-half,  >  as  com- 
pared with  the  usual  supply. 

The  demand  for  some  commodities — for  those  which 
are  considered  the  luxuries  of  life — is  more  subject  to 
fluctuation  than  that  of  others  which  are  considered 
absolute  necessaries.  The  demand  for  bread,  houses, 
beds,  and  shoes  must  be  more  regular  than  that  for 
pastry,  pearls,  looking-glasses,  and  artificial  flowers. 

Besides,  fluctuations  in  the  supply  of  some  com- 
modities will  affect  the  demand  for  others.  A  bad 
corn  harvest  would  give  rise  to  an  increased  demand 
for  potatoes  and  other  articles  of  food  that  could  be 
substituted  for  bread,  and  to  a  diminished  demand  for 
luxuries,  for  which  there  would  be  less  disposition  to 
give  so  much  as  before  in  exchange.  An  abundant 
corn  harvest,  on  the  other  hand,  by  placing  an  in- 
creased quantity  of  that  description  of  food  within 
the  reach  of  the  holders  of  other  commodities  might 
diminish  their  demand  for  potatoes  and  <other  inferior 
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descriptions  of  food,  and  increase  the  demand  for 
luxuries,  for  which,  at  other  times,  they  would  have 
less  to  offer  in  exchange. 

"We  should  form  but  an  imperfect  estimate  of  the 
action  of  supply  and  demand  upon  value,  if  we 
omitted  to  extend  our  thoughts  to  the  effects  of  an 
anticipation  of  future  supply  and  demand.  Happily 
for  mankind,  the  produce  of  a  harvest  is  speculated 
upon  before  it  is  got  in.  If  the  anticipations  are 
unfavourable,  some  of  those  who  have  corn  to  dispose 
of  withhold  a  part  of  their  customary  supply ;  while 
others,  whose  practice  it  is  to  go  to  market  for  corn, 
demand  more  than  usual.  Whereas,  if  the  anticipa- 
tions are  favourable,  some  of  those  who  have  corn  to 
dispose  of  will  hasten  their  supplies  to  market ;  while 
others,  whose  business  it  is  to  procure  corn,  slacken  or 
defer  their  demand,  so  as  to  await  the  increased  forth- 
coining  supply.  The  immediate  effect  of  an  antici- 
pated increase  or  decrease  of  demand  admits  of  being 
estimated  in  a  similar  manner. 

These  causes  of  fluctuations  of  supply  and  demand, 
acting  sometimes  concurrently  and  sometimes  in 
opposition,  give  rise,  occasionally,  to  very  wide  fluctu- 
ations of  value.  "We  may  have  every  variety  of  value, 
from  that  of  a  pottle  of  strawberries  supplied  in  thou- 
sands, where  tens  only  are  demanded,  to  that  of  a 
bushel  of  wheat  supplied  in  tens,  where  thousands  are 
greedily  sought  for. 

Having  ascertained  the  sources  whence  spring  the 
fluctuations  of  supply  and  demand,  and  having  also 
established  the  dependence  of  fluctuations  of  value, 
widr  as  they  may  be,  upon  the  fluctuations  of  supply 
and  demand,  our  next  endeavour  must  be  to  ascertain 
G 
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whether  the  fluctuations  of  supply  and  demand  are,  in 
their  turn,  subject  to  any  controlling  influence.     Let 
us  fix  upon  a  few  commodities,  which,  for  the  purpose 
of  examination,  we  will  assume  to  be  exchanged,  in 
certain   quantities,    for   one   another — say,  a  ton   of 
coals,  a  sack  of  flourb  and  a  hundred-weight  of  sugar. 
Each   of  these   would   also   exchange   for  the    same 
quantities   of    other    commodities.      Differently    ex- 
^  pressed,  their  values  would  be  equal.     It  might  happen 
that  these  commodities  were  all  produced  at  the  same 
cost,  and  that  any  additional  quantities  of  them  might 
be  produced  without  any  change  of  cost.     Of  course, 
by  cost  can  only  be  meant  the  equivalent  of  capital 
and  labour  expended,  as  estimated  by  those  who  super- 
intend their  application.     If  these  commodities  were, 
all  producible  at  the  same  cost,  the  capitalists  engaged 
in  producing  them  would  have  no  inducement   to 
abandon  the  production  of  one  of  them,  in  order  to 
engage  in  the  production  of  another.     But  if,  while 
their  values  were  equal,  one  could  be  produced  at  half 
the  cost  of  another,  an  inducement  would  be  presented 
immediately  to  produce  more  of  that  commodity  which 
could  be  produced  at  the  lesser  cost,  and  less  of  the  com- 
modity that  could  be  produced  only  at  the  greater  cost. 
If,  for  example,  while  a  ton  of  coals  and  a  hundred- 
weight of  sugar  could  each  be  produced  at  the  same 
cost,  a  sack  of  flour  could  be  produced  at  half  that 
cost,  how  could  it   happen   otherwise  than  that  ad- 
ditional capital  should  be  directed  to  the  production  of 
flour,  till  the  increased  supply  reduced  the  value  of 
each  sack,  so  as  to  place  the  producers  of  the  three 
commodities   more   nearly   on   a  level   in  regard   to 
their  respective  profits  ? 
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The  explanation  of  the  influence  exercised  over 
future  supply,  through  the  estimate  formed  by  the 
several  directors  of  capital  of  the  cost  at  which  thev 
can  produce  different  commodities,  may  .be  given  in 
this  form.  The  commodities  produced  by  each  director 
of  capital  are  produced  in  order  to  be  exchanged ;  and 
the  profit  earned  by  each  is  the  excess  of  the  value 
od  for  the  commodities  exchanged,  above  the  cost 
of  their  production.  "When  the  profit  upon  the  pro- 
duction of  some  commodities  is  larger  than  that  upon 
the  production  of  others,  capital  will  be  diverted  from 
the  production  of  the  less  to  the  production  of  the  more 
profitable  commodities.  The  consequence  of  this  altered 
flow  of  capital  must  be  an  increase  in  the  supply  of 
some  commodities,  and  a  diminution  in  that  of  others, 
till  the  profits  upon  the  production  of  each  approach 
more  nearly  to  an  equality — i.  e.  till  the  estimated 
excess  in  the  value  above  the  cost  of  production  varies 
too  little,  in  respect  to  all  commodities,  to  offer  an  in- 
ducement for  any  alteration  in  the  direction  of  capital. 

There  will  be  one  thought,  then,  generally  pervading 
employers  of  capital,  especially  the  new-comers,  and 
those  who  daily  bid  for  the  capital  offered  on  loan — 
what  commodities  are  most  likely  to  command  the 
largest  values  in  proportion  to  their  cost  of  production  ? 
In  coming  to  a  decision  upon  this  question,  the  em- 
ployer of  capital  has  need  of  all  his  caution  and  ex- 
perience. A  farmer  would  scarcely  be  justified  in 
anticipating  for  future  years  a  value  for  each  quarter 
of  Mheat  similar  to  that  which  he  had  obtained  after 
an  unusually  bad  harvest.  Nor  could  he  be  cons; 
yery  judicious  if  he  abandoned  the  cultivation  of 
wheat,  because  the  small  value  of  a  quarter  of  wheat, 
o  2 
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consequent  upon  an  unusually  abundant  harvest,  would 
not  cover  the  cost  of  its  production.  His  anticipations 
should  rather  be  of  a  medium  or  average  value,  based, 
with  due  allowance  for  any  new  disturbing  element s, 
upon  the  medium  or  average  of  the  market  values  of 
a  sufficient  number  of  preceding  years.  Accordingly, 
it  seems  inevitable  that  the  tendency  of  the  relative 
medium  or  average  values  of  different  commodities 
should  be  to  conform  to  the  relative  costs  at  which 
future  supplies  can  be  brought  to  market ;  because  the 
calculation  of  the  probable  future  average  value  of  any 
commodity  having  been  made,  if  that  value  should 
exceed  its  cost  (ordinary  profit  included),  larger  sup- 
plies of  that  commodity  would  be  produced,  till  its 
average  value  fell  more  nearly  to  the  level  of  its  cost ; 
but  if  the  probable  future  average  value  of  that  com- 
modity should  be  estimated  as  somewhat  short  of  its 
cost  (ordinary  profit  included),  smaller  quantities 
would  be  produced,  till  its  average  value  rose  more 
nearly  to  a  level  with  its  cost. 

AVe  will  now  sum  up,  in  a  few  words,  what  we  think 
has  been  satisfactorily  established  in  regard  to  the 
circumstances  which  cause,  and  the  influences  which 
control,  the  varying  quantities  of  different  commodities 
given  and  received  in  exchange  for  one  another.  For 
facility  of  reference  and  investigation,  a  name  has  been 
attached  to  the  quantity  of  other  commodities  obtain- 
able in  exchange  for  any  given  commodity,  and  that 
name  is  "value."  Fluctuations  in  value  are  caused 
by  fluctuations  in  supply  and  demand;  and  values, 
accordingly,  are  said  to  be  determined  by  supply  and 
demand.  The  more  obvious  causes  of  the  fluctuations 
of  supply  and  demand  are  the  vicissitudes  of  the 
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seasons,  and  the  changes  of  taste  and  habits.  But  as 
all  commodities  are  produced  with  a  view  to  obtain  for 
them  as  large  a  value  as  possible,  in  proportion  to  their 
cost  of  production,  whenever  the  anticipated  value  is 
large,  the  tendency  among  producers  will  be  to  increase 
the  supply,  and  whenever  the  anticipated  value  is 
small,  the  tendency  among  producers  will  be  to  dimi- 
nish the  supply  ;  and  the  consequence  of  the  combined 
efforts  of  all  producers  will  be  to  make  the  reialivo 
average  values  of  all  commodities  correspond  with  their 
relative  costs  of  production. 

Values  are  sometimes  spoken  of  as  if  they  were  of 
two  kinds— market  values  and  average  values ;  market 
values  being  said  to  depend  upon  supply  and  demand, 
and  average  values  upon  cost  of  production.  "Whereas, 
there  is  but  one  kind  of  value.  Values  fluctuate  with 
the  fluctuations  of  supply  and  demand,  which  fluctu- 
ations are  themselves  subject  to  the  influence  of  the 
directors  of  capital,  who  regulate  their  industrial  pro- 
ceedings by  their  anticipations  of  probable  future 
values,  as  compared  with  cost  of  production.  This 
probable  future  value  can  be  no  other  than  a  computed 
average  value,  with  which  the  cost  of  production  lias 
to  be  compared ;  and  by  this  comparison  the  operations 
for  future  supply  are  regulated,  thus  establishing  a 
tendency  in  relative  average  values  to  correspond  with 
the  relative  costs  at  which  it  is  estimated  that  tho 
various  commodities  can  be  produced. 
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ABUNDANCE  of  wealth  being  unattainable  without 
division  of  labour,  and  division  of  labour  impossible 
without  interchange,  it  follows  that  all  contrivances 
by  which  interchange  may  be  facilitated  deserve 
attentive  consideration.  The  object  of  every  industrial 
effort  is  to  obtain  value  large  in  proportion  to  cost ;  to 
obtain  quantities  of  some  commodities  in  exchange  for 
quantities  of  other  commodities.  But  how  are  quanti- 
ties of  commodities  to  be  ascertained  and  computed, 
to  be  talked  and  written  about,  discussed  and  referred 
to,  and  in  such  a  manner  as  to  save  time  and  labour, 
and  to  prevent  difficulties  and  disputes  conducive 
neither  to  good  temper,  good  manners,  nor  good 
actions?  The  quantities  of  different  kinds  of  com- 
modities are  estimated  in  different  ways.  Some  are 
estimated  by  their  length,  some  by  their  length  and 
breadth  or  surface,  some  by  their  cubic  contents,  and 
others  by  weight.  Certain  standards  for  estimating 
quantities  have  been  adopted  in  all  countries  that  have 
emerged  out  of  the  lowest  depths  of  barbarism;  although 
the  instances  are  rare  in  which  the  inhabitants  of 
different  countries  have  so  contrived  as  to  enjoy  the 
convenience  of  referring  to  the  same  standard.  It 
would  be  out  of  place  to  do  more  here  than  just  to 
pass  in  review  the  standards  of  measure  and  weight 
that  have  been  established  by  law  in  this  country,  and 
to  notice  the  methods  of  applying  them  in  various 
industrial  operations. 

The   unit   standard  measure  of  length  is  a  yard. 
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There  are  but  few  people,  if  there  be  any,  who  have 
not  seen  some  of  the  yard-measures  in  use.  The  pro- 
prietors of  all  of  them  are  under  legal  obligation  to 
have  them  of  the  standard  length.  To  those  who  may 
not  have  seen  one,  and  who  wish  to  learn  something 
about  that  measure,  we  would  say  look  out  for  one  and 
examine  it.  To  those  who  are  curious  to  compare  a 
yard  with  any  other  known  length,  we  may  observe 
that  a  pendulum  which  beats  seconds  in  our  latitude 
measures  a  yard  and  one-twelfth  more ;  or  if  one- 
thirteenth  part  of  the  pendulum  were  to  be  cut  off, 
the  remainder  would  be  about  one  yard.  To  measure 
shorter  lengths,  or  any  lengths,  with  minute  accuracy, 
we  have  the  fractional  parts  of  a  yard ;  such  as  a  foot 
or  one-third  of  a  yard,  and  an  inch  or  one-thirty-sixth 
of  a  yard.  To  avoid  the  inconvenience  of  very  large 
numbers,  where  we  have  to  take  an  account  of  great 
lengths  and  distances,  we  make  use  of  multiples  of  a 
yard,  one  of  the  most  known  of  which  is  the  mile,  or 
1760  yards. 

The  unit  standard  measure  of  surface  is  the  square 
yard,  by  subdividing  and  multiplying  which  the  smaller 
and  larger  measures  are  obtained.  Among  the  larger 
is  the  acre,  which  consists  of  4840  square  yards. 

The  unit  standard  measure  of  cubic  contents  is  the 
gallon,  which  may  also  be  obtained  from  the  yard, 
since  it  consists  of  277*274  cubic  inches.  To  adopt 
another  form  of  explanation  not  quite  so  precise — a 
vessel  measuring  internally  Gi  inches  in  depth,  and  the 
same  in  length  and  breadth,  will  contain  nearly  as 
much  as  what  goes  by  the  name  of  a  gallon.  The  sub- 
divisions of  a  gallon  give  quarts,  pints,  and  gills,  and 
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the  multiples  of  a  gallon  give  pecks,  bushels,  and 
quarters,  as  well  as  hogsheads,  pipes,  and  tuns. 

The  unit  standard  measure  of  weight  is  the  pound 
avoirdupois.  This  measure  also  admits  of  being  re- 
ferred to  the  measure  of  length ;  since  the  weight  of 
this  pound  is  such  that  ten  of  them  are  equal  in  weight 
"to  a  gallon  of  distilled  water  at  the  temperature  of 
62°  Pahr.  The  pound  avoirdupois  is  subdivided  into 
ounces  and  drams,  and  the  most  used  of  its  multiples 
are  the  cwt.=112  Ibs.,  and  the  ton=2240  Ibs.  The 
practice  of  using  another  standard  of  weight,  called  the 
pound  troy,  still  lingers  among  us  for  certain  purposes, 
such  as  weighing  gold,  silver,  jewels,  and  medicines ; 
and  while  this  practice  prevails,  we  ought  to  know  the 
proportion  which  one  pound  bears  to  the  other.  The 
pound  avoirdupois  consists  of  7000  grains,  while  the 
pound  troy  contains  only  5760  grains,  and  as  the 
pound  troy  is  divided  into  twelve  parts,  each  called  an 
ounce,  while  the  pound  avoirdupois  is  divided  into  six- 
teen parts,  each  called  an  ounce,  it  follows  that  the 
ounce  avoirdupois  is  to  the  ounce  troy  as  437'5  is  to 
480,  or  nearly  as  73  to  80. 

The  unit  standard  measure  of  time  is  the  mean  solar 
day,  which  is  subdivided  into  hours,  minutes,  and 
seconds ;  but  the  only  exact  multiple  in  general  use  is 
the  week,  equal  to  seven  days.  The  periods  of  time 
called  months  consist  of  an  unequal  number  of  days, 
there  being  twelve  of  them,  which  together  make  up  a 
year  or  365  days — the  space  of  time,  as  nearly  as  pos- 
sible in  whole  days,  which  elapses  between  the  earth's 
departure  from  any  one  part  of  its  orbit  till  its  return 
to  the  same.  As  this  space  of  time  is  really  made  up 
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of  rather  more  than  365  days,  every  fourth  year,  or 
every  year  that  can  be  divided  by  four  without  a 
remainder,  is  made  to  consist  of  366  clays.  This  is 
accomplished  by  lengthening  February  from  twenty- 
eight  to  twenty-nine  days,  and  the  year  so  lengthened 
is  called  leap  year.  Three  years  of  365  days  each,  and 
one  year  of  366  days,  give  an  average  year  of  365  days 
6  hours.  But  as  the  year  actually  consists  of  no 
more  than  365  days,  5  hours,  49  minutes,  a  correction 
is  required  to  compensate  for  this  overstatement  of  the 
year's  length.  The  correction  is  accomplished  by 
making  each  leap  year  that  occurs  at  the  close  of  every 
century  to  consist  of  only  365  days,  the  February  of 
that  year  numbering  no  more  than  twenty-eight  days, 
provided  the  year  cannot  be  divided  by  four  into  whole 
hundreds  without  a  remainder.  To  others  must  be 
left  the  more  complete  examination  of  the  scheme  by 
which  two  lengths,  the  shorter  of  which  is  not  an  exact 
measure  of  the  longer,  are  made  to  adapt  themselves  to 
one  another.  But  it  is  easy  for  anybody  to  convince 
himself,  by  a  short  calculation,  of  the  nicety  with  which 
the  length  of  the  day  and  the  length  of  the  year — 
both  periods  of  time  which  the  industrial  wants  of 
man  require  to  have  marked  with  accuracy — are  each 
retained  and  yet  preserved  from  clashing,  unmanage- 
able as  they  appear  to  be  in  their  relative  proportions ; 
and  to  form  his  own  opinion  on  the  fitness  of  the  con- 
trivances for  measuring  time,  and  so  applying  the  unit 
standard  as  to  make  it  conform  to  the  times  of  all  the 
periodical  movements  of  our  planet — of  the  seasons 
and  the  years,  as  well  as  of  the  days  and  the  parts 
thereof. 

A  passing  remark  will  not  be  ill  bestowed  upon  the 
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general  concurrence  among  all  the  more  civilii 
nations  in  adopting  the  mean  solar  day  as  the  unit 
standard  measure  of  time.  They  have  also  concurred 
in  the  same  fractional  divisions  of  the  clay,  and  in  the 
same  arrangements  as  regards  the  number  of  days  in 
the  months  and  years,  so  as  to  secure  the  continuance 
of  the  several  months  in  the  seasons  where  they  now 
are.  Civilized  nations,  accordingly,  enjoy  the  comfort 
of  being  able,  in  their  correspondence  with  one  another, 
to  refer  to  a  common  standard  measure  of  time.  Un- 
fortunately, they  have  not  yet  thought  of  obtaining 
for  themselves,  and  securing  for  posterity,  similar  com- 
fort in  regard  to  .other  standards  of  measure.  A  con- 
siderable addition  is  thus  made  to  the  labour  and 
difficulty  of  conducting  commercial  intercourse.  Uni- 
formity of  principle  prevails  ;  but  uniformity  of  prac- 
tice remains  yet  to  be  asked  and  prepared  for,  and 
then  to  be  adopted :  it  is  to  be  looked  forward  to  as 
one  of  the  future  triumphs  of  industrial  progress.  <  A 
great  additional  facility  will  then  be  afforded  to  the 
intercourse  between  nations.  Less  labour  will  be 
required  to  accomplish  the  same  results,  or  the  same 
amount  of  labour  will  produce  a  greater  quantity  of 
wealth. 

It  is  scarcely  necessary  to  do  more  than  allude  to 
the  different  classes  of  commodities,  in  the  interchange 
of  which  the  several  standards  of  measure  are  em- 
ployed. All  know  that  groceries  are  not  sold  by  the 
yard,  nor  cloth  by  the  gallon,  nor  liquids  by  the  pound. 
But  the  uses  of  all  these  measures  would  be  but  half 
appreciated,  were  we  to  limit  our  thoughts  to  inter- 
change. They  are  of  daily  use  for  manufacturing, 
agricultural,  domestic,  and  scientific  purposes ;  in 
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fact,  they  are  i;  D  in  all  the  daily  occurrences 

of  life.     Of  no  one  can  this  be  said  more  truly  than 
of  the  measure  of  time.     This  measure  is  greatly 

•ii  the  employers  and  the  employed,  in  the  buying 
and  selling  of  labour.  There  are  so  many  descriptions 
of  work  which  are  not  susceptible  of  precise  measure- 
ment, and  so  many  descriptions  of  service  the  quality 
of  which  must  be  tacitly  assumed,  that  contracts  for 
ihem  are  estimated  by  the  year,  or  month,  or  day,  or 
hour,  the  due  employment  of  the  time  bargained  for 
being  relied  upon  through  feelings  of  mutual  con- 
fidence, based  upon  the  evidence  of  previous  character 
and  qualifications. 

As  in  the  purchase  of  labour,  so  in  the  interchange 
of  commodities,  standards  of  measure  are  aids  to,  not 
substitutes  for,  judgment.  Quality  has  to  be  taken 
into  account  as  well  as  quantity  ;  but  with  the  aid  of 
irds  for  measuring  quantities,  the  observing 
faculties,  being  partially  relieved,  may  be  concen- 
tratrd  upon  the  quality  of  the  subject-matter  of  ex- 
change. To  estimate  the  value  of  wine  and  spirits, 
for  example,  we  require  to  know  the  number  of 
gallons,  but  we  require  to  know  much  more.  So,  of 
indigo,  tea,  and  silk,  we  require  to  know  the  number 
of  pounds,  and  much  besides.  It  is  doubtful,  even 
as  aids  td  interchange,  whether  the  best  standards 
have  always  been  used  in  connection  with  the  several 
commodities  to  be  exchanged.  In  corn  and  seed, 
there  exists  a  strong  opinion  among  many  dealers 
in  those  commodities  that  their  value  would  be  more 
readily  estimated  by  a  comparison  of  their  weights, 
rather  than  of  their  bulks.  In  fact,  one  great  test  of 
the  quality,  and  hence  of  the  value,  of  all  kinds  of  grain 
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is  always  looked  for  in  the  weight  of  the  bushel,  since 
it  is  well  known  that  the  quantity  of  flour  and 
obtainable  from  a  quantity  of  corn  can  be  more  easil 
determined  by  ascertaining  its  weight  in  pounds,  than 
its  bulk  in  bushels. 

"Whatever  may  be  the  standards  of  measure,  an 
however  applied,  this  may  be  observed :  that  to  ex 
tract  the  full  benefit  from  them,  after  they  have  bee: 
fixed  by  law,  there  must  be  a  prevalence  of  hones 
in  the  use  of  them.     Magisterial  vigilance  and  judi 
cial  punishment  may  detect   and  punish  occasion 
acts  of  fraud,  and  thus  assist  to  suppress  them.      Bii 
the   chief  aim   of  all,   who  would  secure  the   entire 
harvest  of  good  out  of  every  one  of  our  industrial 
arrangements,  should  be  to  form  for  themselves  and 
others  the  character  and  disposition  best  adapted  tc 
turn  them  all  to  account ;  and  not  to  rely  upon  th 
prevention    and    terrors    of   law    to    suppress    acts 
originating  in   character  and   disposition  utterly  ai 
variance    with    any  reasonable    hope    of   industrial 
success. 
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THEEE  is  yet  another  measure  for  facilitating  inter 
change,  the  measure  of  value,  which  we  have  reserved 
for  a  separate  notice. 

The  directors  of  industrial  operations  produce  com- 
modities with  a  view  to  obtain  other  commodities  in 
exchange.  Labourers  dispose  of  their  labour  to  their 
employers  with  a  view  to  obtain  a  small  portion  of  a 
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many  article-  of  wealth.  Landlords  let  theii1 
farms  and  houses,  also  with  a  similar  object  in  view. 
The  most  cursory  observation  of  what  is  involved  in 
the  undertaking  and  fulfilling  of  all  the  engagements 
between  these  several  parties  must  satisfy  everybody 
of  the  difficulty,  if  not  of  the  impossibility,  of  meeting 
the  wishes  of  all  without  adopting  something  which, 
being  given  and  received  in  exchange,  should  enable 
the  possessor  of  it  to  obtain  the  commodities  for  which 
he  felt  a  preference. 

Two  examples  will  illustrate  the  kind  of  difficulty 
against  which  this  "  something"  is  meant  to  provide. 
A  grazier  possessing  an  ox  needs  bread,  groceries, 
clothing,  and  many  little  requisites  for  domestic  com- 
fort. A  butcher  would  gladly  have  the  ox,  but  can  give 
in  exchange  none  of  the  commodities  which  the  grazier 
wants  ;  and  not  one  of  the  proprietors  of  those  com- 
modities is  at  all  inclined  to  receive  an  ox  in  exchange, 
A  house  proprietor  wants  a  tenant  for  one  of  his 
houses,  the  rent  of  which  is  to  supply  him  with 
•Is  and  clothes.  An  ironmonger  offers  himself  as 
tenant;  he  is  satisfactory  in  all  other  respects,  but  can 
only  pay  his  rent  in  nails,  screws,  and  other  articles  of 
iron,  which,  although  much  needed  in  a  populous  neigh- 
bourhood, would  neither  furnish  pantry  nor  wardrobe 
for  the  landlord.  What  is  needed  in  these  cases  is, 
evidently,  "something"  that  everybody  should  be 
willing  to  receive  in  exchange  for  the  commodities  he 
repared  to  part  with,  knowing  that,  in  his  turn, 
he  could  obtain  in  exchange  for  it  commodities  of  equal 
value  to  those  he  had  parted  with.  In  other  words, 
there  is  needed  something  suited  to  act  in  the  double 
capacity  of  a  medium  of  exchange  and  a  measure  of 
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•must  al  ,vnys  be  of  the  same  value ;  unless,  indeed,  we 
[take  into  account  the  trifling  deduction  that  ought  to 
I  be  made  from  the  latter,  to  compensate  for  the  few 
H^fB  necessarily  occupied  by  the  process  of  coining. 

The  sovereign,  or  pound  sterling,  is  made,  by  addition 
I  and  multiplication,  to  serve  as  a  measure  for  the  largest 
lvalues ;  and  in  the  statements  of  accounts  of  extensive 
I  industrial  concerns,  millions  of  pounds  are  frequently 
be  met  with.     In  the  daily  interchanges  of  indus- 
trial lite,  values  considerably  less  than  a  pound  need 
to  be  provided  for.     The  pint  of  milk,  the  loaf  of 
bread,  the  pound  of  meat,  the  day's  wages,  the  week's 
-  nay  be  cited  as  instances  in  which  values  esti- 
in  gold  require  the  use  of  fractional  parts  of  a 
ign  or  their  equivalents,  varying  from  120  to  i. 
As  one  step  towards  meeting  this  want,  we  have  half- 
ii;ns,  which  are  pieces  of  gold  similar  in  all  other 
•id  to  the  sovereign,  but  of  only  half  its  weight. 
For  measures  of  smaller  values  gold  is  not  employed ; 
pieces  of  gold  less  than  a  hall- sovereign,  to  be  carried 
about,  and  given  and  received  as  measures  of  the  smaller 
.  would  be  inconveniently  small.  On  this  account 
another  metal — silver — has  been  employed,  to  make 
at  in  fact,  for  the  purpose  of  computation,  is  the  prin 
cipal  fractional  part  of  a  sovereign— the  shilling,  or  *b 
of  a  sovereign. 

The  silver  coinage  is  conducted  in  this  manner.  The 
mint  standard  of  fineness  is  H  of  pure  silver,  and  & 
of  copper;  or,  out  of  12  oz.  of  silver  of  the  mint 
standard,  11  oz.  2  dwts.  are  pure  silver,  and  18  dwts. 
are  copper  or  alloy.  One  pound  troy  of  silver,  of  the 
mint  standard,  is  coined  into  sixty-six  shillings;  or  one 
ounce  into  5s.  Gd.  Of  late  years  a  new  silver  coin  ha* 
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been  introduced— the  florin,  or  ro  of  a  sovereign ;  per- 
haps .with  a  view  to  introduce  the  decimal  system  into 
our  money  and  accounts.  If  this  should  be  determined 
upon,  the  further  issue  of  silver  coins  of  the  value  of 
2s.  Qd.,  4td.,  3^.,  or  i,  e^,  and  <ro  of  a  pound  sterling 
would  be  discontinued,  and  a  new  silver  coin,  a  cent,  or 
100  of  a  pound,  or  rb  of  a  florin — equal  to  2*d.,  of 
our  present  money — would,  with  the  florin  and  other 
multiples  of  a  cent,  be  substituted  in  their  place. 
Persons  are  not  compelled  by  law  to  accept  payments 
of  values  exceeding  two  sovereigns  in  shillings  or 
silver  coin ;  nor  can  they,  as  with  their  gold,  obtain 
at  the  mint,  in  exchange  for  uncoined  silver,  an  equal 
weight  of  coined. 

The  mint  purchases  the  silver  which  it  requires  in 
order  to  supply  the  public  with  silver  coin ;  and  as 
amid  all  the  fluctuations  in  the  relative  values  of  gold 
and  silver,  since  our  present  mint  regulations  were 
established,  one  sovereign  has  been,  on  an  average, 
worth  four  ounces  of  silver,  or  an  ounce  of  silver 
worth  5s.,  or  one-fourth  of  a  sovereign,  it  follows  that, 
on  an  average,  the  mint  has  realized  sixpence  out  of 
every  ounce  of  silver  coined.  The  obvious  conse- 
quences of  these  mint  arrangements  are  that  the  coin 
of  the  country  is  essentially  gold;  the  silver  coin 
being  subordinate,  and  exclusively  employed  to  mark 
the  fractional  parts  of  a  sovereign,  which  it  does  as 
faithfully  as  if  it  were  gold,  while  it  is  more  convenient 
than  gold,  on  account  of  its  size  as  compared  with  its 
value.  The  silver  coin  does  -not  fluctuate  in  value  with 
the  uncoined  silver,  but  with  the  sovereign,  and  con- 
sequently with  uncoined  gold.  So  long  as  the  value 
of  an  ounce  of  silver  is  less  than  5s.  Qd.}  or  *o  of  a 
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pound,  the  mint  obtains  a  profit  from  the  coinage 
of  silver,  putting  aside  the  expense  of  coining  ;  and  if 
the  value  of  silver  were  to  rise  above  5*.  Gd.  an  ounce, 
the  Government  would  be  compelled  to  reduce  the 
weight  of  the  silver  coins,  or  they  would  be  melted  and 
disappear  from  circulation,  on  account  of  their  being 
more  valuable  as  silver  than  as  coin. 

For  the  same  reason  that  gold  is  ill  suited  to  mark 
smaller  values  than  those  of  sovereigns  and  their  halves, 
silver  is  ill  suited  to  mark  smaller  values  than  those  of 
cents.  But  the  wants  of  society  call  for  coins  of  much 
smaller  value,  and  to  supply  these  wants  copper  has 
been  resorted  to.  Our  principal  copper  coin  is  a  penny, 
or  A  of  a  shilling,  or  a* o  of  a  pound;  with  the  other 
principal  coins  already  mentioned,  it  makes  up  the 
£  s.  d.  so  familiar  to  everybody. 

The  copper  coins,  like  the  silver,  are  subordinate, 
being  used  exclusively  to  mark  the  smaller  fractional 
parts  of  a  sovereign,  and  not  being  a  legal  tender,  i.  e. 
their  acceptance  in  discharge  of  a  debt  not  being  com- 
pulsory for  larger  values  than  one  shilling.  The  mint 
purchases  the  copper  that  is  required  to  keep  up  the 
supply  of  copper  coins.  One  pound  avoirdupois  of 
copper  is  coined  into  23  pence,  or  one  ton  into  51,520 
pence  =  £21-1  13*.  4d.,  or  about  double  the  average 
value  of  a  ton  of  uncoined  copper.  It  need  hardly  be 
'added  that  the  penny  fluctuates  in  value,  not  with 
copper,  but  with  the  sovereign  or  gold.  If  so  great  a 
change  were  to  take  place  in  the  value  of  copper  that 
it  should  rise  above  £214  13s.  Ad.  per  ton,  pence 
would  then  be  melted  and  disappear  from  circulation, 
unkss  the  weight  of  the  penny  were  to  be  so  reduced 
ts  to  adapt  it  to  the  altered  value  of  copper. 
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There  are  smaller  copper  coins,  such  as  a  halfpenny 
=  fhs  of  a  pound,  and  a  farthing  =  ^  of  a  pound.* 
The  projectors  of  a  decimal  coinage  recommend,  in 
case  their  suggestion  should  be  adopted,  the  dis- 
continuance of  all  these  copper  coins,  and  the  substi- 
tution in  their  place  of  a  mil,  or  1000  of  a  pound,  and 
such  multiples  of  a  mil  as  might  be  considered  most 
convenient.  Four  of  these  mils  would  be  equivalent 
to  1^.,  less  dW.,  or  to  $%d. 

"We  may  now  ask  ourselves — -does  the  system  of 
money,  the  particulars  of  which  have  just  been  de- 
scribed, answer  the  purposes  intended?  Does  it 
supply  a  ready  medium  of  exchange  and  act  as  a  con- 
venient measure  of  values  ?  It  might  be  presumed  at 
once  that  it  does,  since  it  is  universally  adopted. 
Money  is  everywhere  willingly  received  in  exchange. 
The  system  of  money,  it  is  true,  is  determined  by  law ; 
but  the  parting  with  merchandise  for  money  is  not 
compulsory,  it  is  voluntary.  Money,  indeed,  is  sought 
after  as  eagerly  as  tools  and  utensils,  on  account  of  its 
supplying  a  want  not  otherwise  to  be  relieved.  The 
grazier  gladly  takes  twelve  sovereigns  for  his  ox,  know- 
ing that  with  them,  or  their  equivalents  in  shillings  and 
pence,  he  can  supply  his  various  wants,  from  bread 
and  groceries,  down  to  tapes,  buttons,  and  pins  for  the 
use  of  his  family. 

The  universal  practice  of  measuring  values  in  money 
has  caused  a  name — "prices" — to  be  specially  applied 
to  values  so  measured.  In  our  country  the  price  of  a 

*  It  is  intended  to  replace  the  copper  coins  described  in  the  text  by  others 
Of  the  same  denominations,  but  of  no  more  than  half  the  weight,  made  of 
bronze ;  or,  rather,  the  replacement  is  already  begun.  The  superiority  of 
the  new  bronze  over  the  old  copper  coins  is  that  they  are  less  cumbrous, 
and  less  disagreeable  to  handle  and  smell.  And  if  it  be  true  that  the  value 
of  the  copper  saved,  by  reducing  the  weight  of  the  coin,  will  defray  the 
charge  of  coining,  those  advantages  will  be  enjoyed  free  of  expense. 
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commodity  means  the  sovereigns  or  fractional  parts  of 
a  sovereign  obtainable  for  it;  or  it  means  its  value 
measured  in  £  s.  d.  Names  also  have  been  appro- 
priated to  the  process  of  exchanging  commodities  for 
money,  and  money  for  commodities— the  former  being 
called  "  selling,"  and  the  latter  "buying." 

The  whole  of  the  advantages  derivable  from  the  use 
of  money,  as  a  means  of  facilitating  interchange,  can 
only  be  enjoyed  by  a  people  in  full  possession  of  all  the 
industrial  qualities  shown  to  be  indispensable  in  order 
to  turn  to  account  the  other  contrivances  for  facilitating 
interchange  already  enumerated. 


LESSOR  XIV. 

THE   PEECIOUS   METALS. 

MONEY  plays  a  conspicuous  part  in  the  daily  opera- 
tions of  industrial  life.  The  value  of  commodities 
being  estimated  in  money,  the  commodities  themselves 
are  sometimes  talked  of  as  money;  wealth  and  capital, 
in  popular  discourse,  are  called  money,  and  the  interest 
obtainable  for  the  loan  of  capital  is  called  the  value  of 
money ;  a  man  possessing  great  wealth  is  called  a 
moneyed  man;  and  a  man  who  works  hard  and  is 
frugal  in  the  use  of  the  wealth  which  he  earns  is 
sometimes  nicknamed  a  money-grubber.  "Wo  shall 
be  assisted  in  our  efforts  to  appreciate  the  significance 
of  this  language,  and  to  judge  of  the  causes  of  the 
fluctuations  of  prices  which  engage  so  much  attention, 
if  we  inform  ourselves  concerning  the  qualities  that 
lia\v  recommended  gold  and  silver  to  almost  all  thf 
nations  of  the  earth  as  the  materials  out  of  which  to 
fabricate  their  money. 

These  metals,  it  will  bo  observed,  stand  out  from 
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among  most  commodities  for  the  largeness  of  their 
value,  compared  with  their  bulk  and  weight.  This 
quality,  which  has  obtained  for  them  the  name  of  the 
"  precious  metals,"  is  peculiarly  desirable  in  a  medium 
of  exchange.  The  precious  metals,  besides,  admit  o*" 
being  divided  and  subdivided  to  any  extent,  without 
detriment  to  their  value.  Other  commodities  might 
vie  with  them  in  magnitude  of  value  as  compared  with 
bulk,  but  not  one  comes  near  them  in  uniting  so 
remarkably  portability  and  divisibility  as  thus  ex- 
plained. The  readiness  with  which  these  metals  may 
be  reduced  to  a  definite  standard  of  fineness,  and  to 
any  form  best  adapted  for  circulation,  is  implied  in 
the  quality  of  divisibility.  "With  these  qualities  they 
combine  another,  also  of  great  importance  in  a  me- 
dium passing  incessantly  from  hand  to  hand,  viz 
durability. 

In  this  place  may  be  mentioned  the  practice  of 
fusing  these  metals  with  others  much  less  valuable  im 
proportion  to  their  weight,  but  which  impart  a  quality 
wherein  the  precious  metals  are  deficient.  G-old  and 
silver  are  rendered  harder  when  alloyed  with  copper, 
and  are  thus  better  fitted  to  withstand  the  loss  of 
weight  and  the  disfigurement  to  which  they  must  be 
constantly  exposed  by  being  carried  about  and  circu- 
lated as  money. 

Keeping  in'  mind  that  by  price  is  meant  value 
measured  in  money,  and  that  value  fluctuates  with 
fluctuations  of  supply  and  demand,  let  us  consider  the 
bearing  of  the  qualities  inherent  in  the  precious  metals 
upon  our  interpretation  of  the  causes  of  fluctuations 
of  price.  Bread,  we  will  suppose,  rises  in  price.  Dif- 
ferently expressed,  money  falls  in  value  as  measured 
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in  bread.  Everybody  sees  at  a  glance  that  this  fluc- 
tuation in  price  is  more  likely  to  be  owing  to  a  dimi- 
nution in  the  supply  of  corn  than  to  an  increase  in 
the  supply  of  gold.  Corn  is  exposed  to  the  inclemency 
of  the  weather ;  gold  is  not.  The  stock  of  gold  com- 
pared with  the  annual  produce  is  large ;  that  of  corn 
small.  An  entire  failure  of  one  potato  crop  would  be 
equivalent  to  a  suspension  of  supply ;  the  entire  stop- 
page of  one  year's  produce  of  gold  would  be  a  diminu- 
tion of  supply  scarcely  appreciable  by  its  influence  on 
prices.  The  consequences  of  the  qualities  so  remark- 
ably combined  in  the  precious  metals  admit  of  being 
tested,  by  a  comparison  of  them  with  what  must  result 
from  commodities  of  very  different  qualities,  so  as  to 
lead  to  the  conviction  that  variations  of  market  prices 
in  general  will  be  traceable  to  fluctuations  in  the  sup- 
ply and  demand  of  other  commodities  rather  than  of 
gold  and  silver. 

Nothing  has  been  here  stated  but  what  is  almost 
self-evident ;  but  what  must  at  all  events  appear  plain 
and  incontrovertible  to  the  attentive  observer  and 
serious  thinker,  to  the  student  who  has  application 
enough  at  command  to  follow  a  course  of  observation, 
intellectual  discipline  enough  to  distinguish  between 
assumed  and  proven  causes  of  phenomena,  and  to 
detect  error  where  contradictions  have  been  suffered 
to  creep  in  unobserved,  and  circumspection  enough 
to  restrict  himself,  as  each  name  comes  before  him,  to 
the  object  named,  and  to  observe  the  difficulties  and 
confusion  into  which  others  are  led  from  the  want  of 
that  circumspection. 

Although,  however,  we  cannot  but  admit,  as  a  con- 
sequence of  the  qualities  of  the  precious  metals,  that 
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the  causes  of  fluctuations  of  prices  are  more  generally 
to  be  looked  for  in  fluctuations  of  the  supply  and 
demand  of  the  commodities  whose  prices  are  disturbed, 
than  in  fluctuations  of  the  supply  and  demand  of  the 
precious  metals  themselves,  we  must  nevertheless 
acknowledge  that  the  value  of  the  precious  metals  is 
liable  to  be  influenced  by  fluctuations  in  the  supply 
and  demand  of  the  precious  metals,  as  well  as  of  all 
other  commodities.  A  brief  statement,  then,  of  all 
the  causes  capable  of  disturbing,  the  value  of  the  pre- 
cious metals  will  be  useful  in  shedding  a  light  upon 
the  causes  of  the  fluctuations  of  prices ;  and  also  in 
helping  us  to  a  correct  judgment  upon  the  compara- 
tive merits  of  different  systems  of  regulations  for  the 
management  of  mints  and  for  supplying  a  measure  of 
value.  It  should  be  understood  that,  in  enumerating 
the  following  causes,  each  is  assumed,  in  the  first  in- 
stance, to  be  acting  by  itself  and  undisturbed.  Having 
satisfied  ourselves  how  each  will  act  separately,  there 
will  be  less  difficulty  in  deciding  afterwards  what 
effect  must  follow  from  their  combined  action. 

There  are  three  events  which  would  cause  the  pre- 
cious metals  to  fall  in  value,  or  general  prices  to  rise. 

1st.  An  increased  supply,  arising  from  the  discovery 
of  new  mines,  or  of  improved  methods  of  working  old 
ones. 

2nd.  A  diminished  demand,  arising  from  an  econo- 
mised use  of  them  in  effecting  exchanges,  and  from 
the  substitution  of  credit  and  of  contrivances  based  on 
credit,  and  also  from  the  disuse  of  ornaments  of  which 
these  metals  form  a  principal  part. 

3rd.  A  diminished  supply  of  other  commodities, 
arising  from  wars,  bad  seasons,  or  other  calamities, 
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involving  a  decline  of  productive  power ;  the  saddest 
of  which  would  be  a  deterioration  in  the  character  and 
attainments  of  the  people. 

There  are  also  three  events  which  would  cause  the 
precious  metals  to  rise  in  value,  or  general  prices  to 
fall. 

1st.  A  diminished  supply,  arising  from  the  smaller 
yield  or  exhaustion  of  all  known  mines  and  metal 
fields. 

2nd.  An  increased  demand,  arising  from  newly  dis- 
covered uses  for  them,  as  in  electrotyping,  etc.,  and  from 
a  growing  taste  foi%  ornaments  into  which  they  enter, 
or  from  a  wide-spread  feeling  of  distrust,  putting  a 
stop  to  or  checking  the  use  of  credit  as  a  substitute 
for  coin. 

3rd.  An  increased  supply  of  ether  commodities, 
arising  from  continued  peace  and  favourable  seasons, 
and  from  other  blessings,  leading  to  greater  productive 
power;  foremost  among  which  must  ever  be  the  ad- 
vancing knowledge  and  improving  habits  of  the  people. 

The  slightest  acquaintance  with  the  course  of  events 
in  the  world  will  satisfy  anybody  that  causes  of  a  ri^e 
and  causes  of  a  fall  in  the  value  of -the  precious  metals 
are  not  separately,  but  constantly  and  simultaneously, 
in  action,  tending  to  neutralize  one  another,  and  thus 
to  promote  uniformity  in  their  value.  Not  to  notice 
causes  of  partial  and  temporary  disturbance  of  values, 
such  as  bad  seasons  and  caprices  of  fashion,  if  we 
confine  our  thoughts  to  the  production  of  wealth,  ex- 
clusively of  the  precious  metals,  since  the  commence- 
ment of  this  century,  we  notice  an  increase  unexampled 
in  any  other  equal  number  of  years  during  the  1 
period.  What  an  enhanced  value  would  thereby  have 
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been  given  to  the  precious  metals,  had  not  the  succes- 
sive discovery  of  three  rich  gold-fields,  and  improved 
methods  of  working  the  silver-mines  and  of  extracting 
the  silver  contained  in  the  ores  of  other  metals,  with 
the  development  and  adoption  of  contrivances  for  dis- 
pensing with  the  use  of  coin,  all  tending  to  lower  the 
value  of  the  precious  metals,  counteracted  in  a  great 
measure  the  causes  tending  to  raise  their  value. 

The  attentive  examination  of  all  these  concurring 
and  conflicting  causes  is  an  admirable  preparation  to 
qualify  us  for  judging  of  the  monetary  systems  of 
other  countries,  and  for  determining  how  far  we  might 
with  advantage  abandon  that  wherein  we  differ  from 
them,  or  whether  they  might  with  greater  advantage 
abandon  that  wherein  they  differ  from  us.  In  some 
countries,  as  in  Holland,  the  unit  standard  measure 
of  value — the  florin — is  silver.  It  matters  little  out  of 
which  of  the  two  metals,  gold  and  silver,  money  is  made, 
except  that  gold,  by  its  greater  value  in  proportion  to 
its  weight,  is  a  more  convenient  measure  of  large 
values.  But  the  inferiority  of  silver  in  this  re- 
spect may  be  provided  against  by  one  of  those  con- 
trivances based  upon  credit,  which  we  shall  notice 
presently.  A  more  serious  subject  for  regret  is  that 
nations  so  closely  connected  by  commercial  and  other 
ties,  who,  by  a  want  of  wisdom  in  their  arrangements, 
are  deprived  of  the  use  of  a  measure  of  value  common 
to  all,  should  aggravate  the  difficulties  of  interchange, 
inseparable  from  the  want  of  a  common  money,  by 
the  still  greater  difficulties  consequent  upon  the 
making  their  money  out  of  different  metals. 

Our  neighbours  in  Holland  differ  from  us,  not  in 
principle,  but  in  practice.  They,  as  well  as  ourselvpsj., 
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have  but  one  unit  standard  measure  of  value.  Tho 
system  to  which  we  would  now  invite  attention  is  tho 
one  yet  prevailing  in  France,  and  which  did  prevail 
till  lately  in  the  United  States — the  system  of  two 
units  of  value. 

In  the  United  States,  the  existence  of  two  unit 
standard  measures  of  value  was  somewhat  disguised 
by  a  common  name — dollar — being  affixed  to  each. 

Their  gold  dollar  was,  and  still  is,  25*8  grs.,  and 
their  silver  dollar  was  412 '5  grs.,  and  the  smaller 
silver  coins  in  proportion,  each  containing  nine-tenths 
of  pure  metal  and  one-tenth  of  alloy ;  the  mint  being 
open  to  the  public  for  the  coinage  of  both  metals,  and 
each  being  a  legal  tender. 

It  will  be  observed  from  these  figures  that,  in  equal 
weights  of  gold  and  silver,  the  value  of  the  former  is 
fixed  to  be  sixteen  times  that  of  the  latter.  Although, 
as  we  have  seen,  the  supply  of  the  precious  metals  is 
comparatively  but  little  exposed  to  fluctuations,  never- 
theless it  is  exposed  to  fluctuations.  If,  after  the 
inauguration  of  this  fixed  proportion  in  the  value  of 
gold  coin  to  that  of  silver  coin,  the  supply  of  gold  had 
greatly  diminished,  or  the  supply  of  silver  had  greatly 
increased,  so  that  an  ounce  of  gold  rose  in  value  to  be 
worth  seventeen  ounces  of  silver,  the  possessor  of  an 
ounce  of  gold,  instead  of  sending  it  into  the  mint  to 
be  coined  into  dollars,  would  exchange  it  for  seventeen 
ounces  of  silver,  with  sixteen  of  which  he  would 
obtain  as  many  dollars  as  with  one  ounce  of  gold, 
and  have  one  ounce  of  silver  over.  In  like  manner, 
the  possessor  of  gold  dollars  of  the  full  weight  would 
melt  them  and  sell  them  for  silver  wherewith  to  dis- 
charge his  debts,  or  to  make  his  purchases  in  silver 
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dollars.  Under  such  circumstances,  gold  dollars 
would  disappear  from  circulation.  The  current  of 
events,  as  regards  the  relative  values  of  the  two 
metals,  has  been  the  very  opposite  of  this.  Since 
the  discovery  of  the  Californian  and  Australian  gold- 
fields,  gold  has  fallen  in  value,  measured  in  silver, 
more  than  five  per  cent.,  and  may  be  said  not  to  be 
more  than  fifteen  times  as  valuable  as  silver.  The 
consequence  has  been  that  gold  only  has  been  sent 
to  the  mint  for  coinage,  and  the  citizens  of  the 
United  States  have  been  put  to  all  kinds  of  shifts  to 
provide  substitutes  for  coins  of  small  value.  To 
provide  a  remedy  for  this  state  of  things,  their  legisla- 
ture have  passed  a  law,  which  came  into  operation 
.Tune  1st,  1853,  to  discontinue  the  coinage  of  silver 
dollars,  and  to  reduce  the  weight  of  the  smaller  de- 
nominations of  silver  coins,  say  the  half-dollar,  from 
206-25  grs.  to  192  grs.,  and  other  coins  in  proportion. 
These  silver  coins  of  a  reduced  weight  are  a  legal 
tender  for  no  more  than  five  dollars.  The  principle 
on  which  the  coinage  of  the  United  States  is  now 
regulated  may  be  said  to  be  identical  with  our  own. 
In  practice,  our  security  against  disturbance  from  any 
future  alteration  in  the  relative  value  of  the  two 
metals  is  greater  than  theirs. 

In  Prance,  where  both  metals  still  continue  to  be 
equally  a  legal  tender,  their  relative  values  as  coin  are 
different  from  those  which  prevailed  till  lately  in  the 
United  States,  leading,  as  we  shall  see,  to  different 
practical  results.  The  standard  of  fineness  is  the 
same  in  all  respects  as  that  of  the  United  States. 

Each  kilogramme  (1  kil.  =  32'15  oz.  troy)  of 
gold  is  coined  into  155  napoleons  =  3100  francs, 
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and  of  silver  into  200  francs,  or,  in  equal  weights 
of  both  metals,  coined  gold  is  15£  times  more  valuable 
than  silver.  A  little  modification  must  be  introduced 
into  this  proportion  by  the  difference  of  charge  made 
at  the  French  mint  for  the  coinage  of  the  two  metals  ; 
the  charge  for  coining  gold  being  six  francs  per 
kilogramme,  or  only  £  per  cent.,  while  that  for 
coining  silver  is  two  francs  per  kilogramme,  or  1 
per  cent.  Previous  to  the  discovery  of  the  Californian 
gold-fields,  gold  was  more  than  15j  times  as  valuable 
as  silver,  and  was  only  preserved  in  circulation  by  a 
custom  of  long  standing,  originating  in  a  willingness 
among  the  wealthier  classes  to  pay  for  the  convenience 
of  less  cumbrous  coins.  Kapoleons  were  never  to  be 
had,  except  by  paying  a  small  premium  for  them. 
Lately  there  has  been  no  premium  on  gold  coin  in 
France  ;  indeed  the  French  mint  has  had  more  gold 
sent  to  it  than  it  was  capable  of  delivering  out  as 
coin  till  after  the  delay  of  many  weeks.  The  circula- 
tion of  silver  coin  has  been  gradually  on  the  decline, 
and  a  slight  further  fall  in  the  value  of  gold  would 
lead  to  the  entire  disappearance  of  all  the  silver  coin 
of  full  weight,  To  remedy  such  an  inconvenience  it 
•would  be  necessary  to  adopt  one  of  three  courses.- 
either  to  discontinue  the  gold  coinage,  as  in  Holland, 
or  to  adopt  our  system,  following  the  example  of  the 
United  States,  or  to  alter  the  proportion  of  15^  to  1, 
subject  to  further  alterations  from  time  to  time, 
according  as  the  fluctuations  of  that  which  is  unfixed — 
tlu  ivlative  value  of  two  commodities—  should  baffle 
the  attempt  to  fix  it. 
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LESSON  XV. 

CEEDIT  AND   BILLS   OF   EXCHANGE. 

THE  thorough  understanding  of  the  nature  and  uses 
of  metallic  money  leads  as  well  as  prepares  us  to  con- 
template and  examine  other  contrivances  for  facili- 
tating interchange  ;  other  devices  for  evading  the  delays 
and  expense  of  ever  counting,  weighing,  and  carrying 
to  and  fro  large  sums  in  coin.  "We  all  feel  how  great 
a  step  was  made  in  industrial  arrangements  when 
barter  was  superseded  by  buying  and  selling.  But 
in  buying  and  selling,  as  in  barter,  there  is  no  trust 
beyond  what  is  implied  in  the  confiding  to  receive  that 
which  has  been  bargained  for.  Each  party  receives 
what  he  deems  an  equivalent.  The  bargaining  is  for 
equivalents,  not  for  the  promise  of  equivalents.  To 
buy,  however,  and  not  to  give  money  on  the  spot  is  to  be 
trusted,  or  to  receive  credit.  To  sell  and  not  to  receive 
money  on  the  spot  is  to  trust,  or  to  give  credit.  In 
like  manner,  to  pay  money  and  not  to  receive  an  equi- 
valent on  the  spot  is  to  trust ;  or  to  receive  money 
and  not  to  deliver  an  equivalent  on  the  spot  is  to  be 
trusted.  The  giving  and  the  receiving  credit  are 
essential  parts  of  all  practices  or  customs  of  dispensing 
with  the  use  of  money  in  every  individual  act  of  buy- 
ing and  selling. 

"Where  credit  is  given  and  received,  dealings  are  con- 
ducted precisely  as  if  money  were  paid  and  received, 
with  the  single  exception  of  passing  .the  money. 
Values  are  measured  and  prices  are  calculated,  and  the 
results  are  recorded  in  account.  Two  parties  might 
have  dealings  in  this  way  to  the  extent  of  many 


CRKDIT    AND    1V1LLS    OF    EXCHANGE.  109 

thousand  pounds,  and  their  accounts  might  be  liqui- 
dated once  a  quarter,  or  at  the  end  of  each  year,  by 
the  payment  of  some  small  balance  in  money.  Credit 
may  truly  be  said  to  be  given  and  received  between 
masters  and  workmen,  the  former  trusting  that  the 
time  which  they  have  purchased  will  be  faithfully  em- 
ployed, and  the  latter  trusting  that  the  wages  con- 
tracted for  will  be  punctually  paid.  The  owners  of 
land  and  houses  give  credit  to  their  tenants,  whom 
they  trust  to  take  care  of  their  property,  and  to  pay 
the  rent  stipulated  for  as  it  falls  due.  Carriers  by 
land  and  water  give  and  receive  credit,  for  they  fre- 
quently deliver  the  merchandise  at  its  destination 
without  receiving  on  the  spot  what  is  due  to  them  for 
carriage  or  freight ;  while,  on  their  side,  they  have  an 
absolute  control  for  the  time  over  the  merchandise 
committed  to  their  charge.  The  merchant  who  orders 
merchandise  from  another  trusts  to  him  to  buy  as 
cheap  and  as  well  as  possible ;  still  more  does  he  give 
credit,  if  he  pay  for  the  merchandise  before  he  receives 
it.  And  the  merchant  who  makes  consignments  on 
sale,  without  receiving  any  value  at  the  time  on 
account,  gives  credit;  and  where  he  does  receive  a 
partial  payment  in  advance,  he  both  gives  and  receives 
credit. 

As  the  use  of  money  has  greatly  promoted  commer- 
cial intercourse  and  industrial  enterprise,  so  the  use  of 
credit  has  promoted  them  still  more.  There  are  two 
considerations  which  we  must  not  lose  sight  of  in  re- 
gard to  the  use  of  credit,  First,  confidence  must  be  felt 
that  the  parties  who  contract  engagements  are  prepared 
and  intend  to  fulfil  them  ;  and,  secondly,  results  must 
show  that  the  engagements  have  been  fulfilled.  Without 
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this  confidence,  credit,  as  a  means  of  promoting  indus- 
trial operations,  would  not  be  granted ;  and  wanting 
the  performance  of  engagements,  credit  would  lead  to 
loss  and  industrial  failure,  not  to  profit  and  industrial 
success.  The  full  benefit  of  the  use  of  credit  can  only 
be  realized  in  a  state  of  society  where  scrupulous 
exactness  in  the  fulfilment  of  engagements  is  univer- 
sally felt  to  be  a  duty,  and  where  there  is  intelligence 
enough  to  appreciate  the  resources  available  to  meet 
the  engagements  contracted. 

Among  other  contrivances  for  economising  the  use 
of  money,  and  promoting  commercial  intercourse, 
arising  out  of  the  substitution  of  credit  for  money 
payments,  it  behoves  us  especially  to  notic'e  one,  in- 
tended to  facilitate  the  liquidation  of  accounts,  where 
the  debtors  and  creditors  reside  far  apart  from  one 
another.  To  judge  correctly  of  the  saving  and  con- 
venience introduced  by  this  contrivance,  we  must  have 
clearly  placed  before  us  an  exact  representation  of  the 
state  of  things  "consequent  upon  the  general  adoption 
of  division  of  labour,  of  interchange,  and  of  the  em- 
ployment of  money. 

"We  see  the  various  products  of  industry  passing  to 
and  fro  over  the  whole  earth.  Stationing  ourselves 
at  London,  and  not  looking  beyond  the  limits  of  our 
own  country,  we  see  quantities  of  commodities  pouring 
m  every  day,  and  equally  large  quantities  passing  forth. 
All  this  enormous  interchange  of  commodities  is  con- 
ducted by  buying  and  selling — that  is,  the  value  of 
all  the  commodities  is  estimated  in  money,  and  the 
several  amounts  of  money  or  prices  are  charged  by  the 
sellers  to  the  buyers.  It  will  give  a  very  inadequate 
idea  of  the  magnitude  of  the  trade  between  the  metro- 
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.ud  the  other  parts  of  the  kingdom  if  we  assume 
that  commodities  to  the  value  of  £1,000,000  quit 
London  for  the  provinces,  and  commodities  to  the 
sanu-  value  enter  London,  from  the  provinces,  every 
Adopting  these  figures,  every  week  certain 
persons  in  London  would  have  to  pay  £1,000,000  to 
some  of  their  countrymen  resident  out  of  London, 
while  certain  other  Londoners  would  have  to  receive 
from  their  provincial  correspondents  the  same  sum. 
Under  such  circumstances,  it  is  readily  seen  that  the 
debtors  in  London  balance  the  creditors  in  London, 
whilo  the  debtors  in  the  provinces  equally  balance  the 
creditors  in  the  provinces  ;  and  the  object  in  view  is  to 
enable  dealers  in  town  and  country  to  save  the  expense 
and  avoid  the  risk  of  sending  this  amount  of  money 
out  of  London,  and  bringing  it  into  London,  every 
week.  All  that  is  requisite  in  order  to  accomplish 
this,  is  an  authority  from  the  provincial  creditors 
(p.  C.)  to  their  town  debtors  (t.  D.)  to  pay  the  town 
creditors  (t.  C.)  ;  the  town  creditors  in  return  autho- 
their  provincial  debtors  (p.  D.)  to  pay  the  pro- 
1  creditors.  The  authority  actually  in  use  is 
called  a  bill  of  *  exchange,  and  the  operations  for  making 
and  receiving  payment,  in  their  simplest  form,  pro- 
ceed somewhat  as  follows : — p.  C.  draws  a  bill  of  ex- 
•  i  upon  t.  D.,  desiring  him  to  pay,  say,  £1000  to  his 

order.     lie  sells  this  bill  to  his  neighbour  p.  D.,  who 
thus  pays  p.  C.  the  £1000  which  p.  C.  ought  to  re- 
<          from  t.  D. ;  p.  D.  next  sends,  or,  in  comni 
^language,  remits  this  bill  to  t.  C.,  who  presents  it  to 
t.  D.,  and  receives  from  him  the  £1000  which  t.  D. 
Would  otherwise  have  been  obliged  to  send  to  p   C. 
"When  anything  occurs  to  disturb  the  equation  of  ex- 
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ports  and  imports,  money  pnsnon  to  satisfy  the  balance. 
For  example,  if  London  sent  forth  only  £49,000,000 
worth  of  merchandise,  while  it  received  £50,000,000 
worth,  it  would  have  to  send,  besides,  £1,000,000  in 
money.  The  advantage  of  using  bills  of  exchange 
would,  under  such  circumstances,  assume  this  form. 
Instead  of  50,000,000  sovereigns  going  from,  and 
49,000,000  coming  into  London,  the  difference  between 
the  two,  viz.  1,000,000  sovereigns,  would  be  sent  out. 

The  greater  the  distance  of  the  places  between 
which  there  is  commercial  intercourse,  the  greater 
must  be  the  advantage  from  adopting  bills  of  ex- 
change, and  of  transmitting  only  so  much  money,  or 
so  much  of  the  metal  out  of  which  money  is  made,  as 
suffices  to  preserve  an  equilibrium  of  values. 

While  the  gain  from  substituting  bills  of  exchange 
for  the  actual  transmission  of  money  from  one  place  to 
another  increases  with  the  distance  of  the  places,  so 
also  does  it  become  more  urgent  that  the  debtors 
should  be  persons  of  undoubted  probity.  The  debtor 
in  London  who  purchases  a  bill  of  exchange  from  a 
neighbour,  drawn  upon  that  neighbour's  debtor  in 
Canton,  does  not  satisfy  the  creditor  to  whom  he  is 
indebted  by  the  mere  transmission  of  this  bill  of  ex- 
change. The  bill  must  be  paid  in  Canton  before  the 
debt  is  satisfied;  anci  me  failure  of  the  debtor  in 
Canton  would  make  the  debtor  in  London  liable  to 
his  creditor  for  all  the  loss  that  the  latter  might  sus- 
tain from  the  non-fulfilment  of  an  engagement  origi- 
nating in  his  sending  a  bad  bill  in  the  place  of  goud 
money. 

Bills  of  exchange  are  not  always  passed  directly 
from  the  first  purchaser  to  his  creditor,  to  be  by  him 
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presented  for  payment  to  the  party  upon  whom  they 
are  drawn.  Some  bills  are  sold  and  resold  many  times 
before  they  are  presented  for  acceptance,  each  seller 
being  liable  to  his  purchaser  for  the  due  payment  of 
the  bill,  and  all  the  sellers,  as  well  as  the  original 
writer  of  the  order  or  bill  of  exchange,  being  liable  to 
the  last  purchaser.  Each  seller  in  his  turn  writes  his 
name,  or  that  of  the  partnership  of  which  he  is  a 
member,  at  the  back  of  the  bill.  All  the  parties  to  a 
bill  of  exchange  have  had  names  appropriated  to  them. 
He  in  whom  the  bill  originates  is  called  the  "  drawer." 
The  party  on  whom  the  bill  is  drawn,  when  he  has 
acknowledged  his  obligation  on  the  face  of  the  bill,  is 
called  the  "acceptor,'*  and  lastly  the  "  payer."  The 
various  sellers  of  the  bill  who  write  their  names  on  its 
back  are  called  "endorsers;"  and  the  last  purchaser  or 
holder  who  is  to  receive  payment  is  the  "payee." 

.Bills  of  exchange  have  been  made  to  serve  other 
purposes  besides  that  of  doing  away  with  the  expense 
and  risk  of  sending  money  to  and  fro.  All  who  have 
practical  acquaintance  with  industrial  operations  know 
how  many  persons  there  are  to  whom,  even  with  large 
means  at  their  disposal,  it  is  convenient  to  pay  a  trifle 
more  for  the  commodities  which  they  purchase,  in 
order  to  have  the  payment  deferred  for  a  few  weeks 
or  months.  A  bill  of  exchange,  which  serves  the  double 
purpose  of  granting  credit  or  indulgence  as  to  time, 
and  of  procuring  payment  at  the  time  and  place  ap- 
pointed, instead  of  being  a  common  order,  is  an  order 
to  pay  at  one,  two,  or  more  months  "after  date,"  or 
(and  this  applies  specially  to  bills  drawn  from  distant 
places)  "after  sight." 

When  bills  have  but  a  few  days  or  weeks  to  run 
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they  are  technically  called  "  short  bills;"  but  when  the 
day  on  which  they  fall  due  is  remote,  they  are  called 
"  long  bills."  Short  bills,  it  need  scarcely  be  mentioned, 
will  always  be  sold  for  more  money  than  long  bills, 
similar  to  them  in  all  other  r.espects.  Prudence  and 
integrity  ought  never  to  be  absent  from  any  bill  trans- 
actions ;  but  the  slightest  suspicion  of  the  want  of 
these  qualities  would  make  long  bills  impossible,  or 
the  unsuspected  want  of  them  would  cause  long  bills 
to  be  ruinous  to  all  concerned  with  them. 

The  way  in  which  bills  of  exchange  contribute  to 
place  capital  at  the  disposal  of  those  under  whose 
guidance  it  can  be  most  productively  employed,  is 
easy  of  explanation.  One  capitalist  holds  a  bill  of 
exchange  for  £10,000,  due  in  two  months.  He  could 
employ  that  amount  of  capital  most  advantageously, 
if  he  had  it  at  his  command.  Another  capitalist  has 
£10,000  capital,  with  which  he  is  bound  to  complete  a 
purchase  at  the  end  of  two  months.  He  is  glad  to 
buy  the  first  capitalist's  bill,  for  the  sake  of  the  two 
months''  interest,  which  the  first  willingly  pays,  for 
the  purpose  of  carrying  out  his  own  mercantile  ope- 
ration. 

The  act  of  buying  a  bill  of  exchange  is  termed 
•'  discounting,"  and  the  difference  between  the  armitia& 
for  which  the  bill  is  payable  and  the  value  given  for 
it  is  called  "  discount." 

Facilities  like  these  for  obtaining  a  profit  from  the 
employment  cf  capital  for  short  periods,  coupled  with 
those  for  making  payments,  in  distant  places,  cause 
bills  of  exchange  to  travel  from  place  to  place,  and  to 
pass  from  hand  to  hand,  according  to  the  varying  wants 
who  are  ever  on  the  look-out  to  realize  a  profit 
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with  the  means  at  their  command.  A  merchant  at 
Odessa  consigns  a  cargo  of  wheat  to  his  correspondent 
at  London ;  he  draws  a  bill  of  exchange  for  a  part  of 
its  value;  he  sells  this  bill;  the  buyer  pays  a  debt 
with  it  at  Vienna  or  St.  Petersburg ;  from  either  of 
those  places  it  travels  on  a  like  errand  to  Paris  or 
Hamburg ;  or,  while  going  through  the  intermediate 
stages  to  its  ultimate  destination,  it  is  purchased  as  a 
long  bill,  and  subsequently  sold  as  a  short  bill. 

Bills  of  exchange  possess  yet  other  advantages  over 
money,  for  the  purpose  of  transmission  as  a  means  of 
providing  funds  for  commercial  transactions,  especially 
at  distant  places.     A  merchant  in  London  wishing  to 
buy  £10,000  worth  of  wool  in  Sydney  might  send  the 
money  or  a  bill  of  exchange.     Suppose  the  ship  con- 
veying the  money  to  be  lost,  the  purchase-money  not 
being  forthcoming,  the  wool  is  not  shipped.  All  the  cal- 
culations and  arrangements  made  to  procure  it,  and  to 
turn  it  to  profitable  uses,  have  been  in  vain.   The  money, 
of  course,  with  all  prudence,  was  insured ;  but  if  the 
loss  of  the  ship  occurred  in  the  middle  of  the  voyage, 
the  time  before  the  loss  could  be  known  and  the  re- 
covery of  the  insurance  be  completed  might  extend  to 
considerably  more  than  six  months  after  the  original 
shipment  of  Ihe  money.    Whereas,  the  bill  of  exchange 
being  purchased,  a  contrivance  prevails  for  guarding 
against  disappointment  from  the  loss  of  any  mail  con- 
veyance.   A  set  of  three,  four,  or  more  bills  is  granted, 
called  the  first,  second,  etc.,  of  exchange,  one  alone 
of  which  is  to  be  paid— the  first  presented — the  others 
remaining  void.     In  one  respect,  the  bill  of  exchange 
cannot  be  more  than  equal  to  the  money.     When  the 
money  does  arrive,  it  is  sure  to  be  good.     Shanie  upon 
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the  mercantile  community  when  provision  is  not  made 
and  precautions  are  not  taken  that  a  bill  of  exchange 
selected  for  remittance  shall  be  as  good  as  money ! 

Every  step  in  our  investigation  of  the  phenomena 
of  industrial  life  supplies  additional  confirmation  of 
the  indissoluble  connection  between  industrial  suc- 
cess and  the  prevalence  of  the  qualifications  already 
enumerated.  In  this  very  matter  of  credit,  and  more 
particularly  of  bills  of  exchange,  the  use  of  which 
contributes  so  largely  to  disperse  throughout  the  world 
the  products  of  each  land  and  climate,  what  privations 
would  be  inflicted  upon  us  were  we  to  be  stripped  of 
that  integrity,  without  which  bills  of  exchange  could 
not  be  used !  "What  additional  blessings  would  be 
secured  for  us,  could  we  but  succeed  in  diffusing  more 
widely  and  in  implanting  more  deeply  those  habits  of 
thoughtfulness  which  lead  to  caution  in  contracting 
obligations,  and  those  feelings  of  duty  which  guarantee 
the  scrupulous  performance  of  every  contract  that  has 
been  undertaken ! 
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WITH  the  wish  to  carry  out  the  results  and  to  supply 
the  wants,  to  the  understanding  of  which  our  investi- 
gations have  thus  far  led  us,  a  very  cursory  view  of 
industrial  life  will  suffice  to  convince  any  observer  that 
it  would  be  unsafe  to  buy  a  bill  of  exchange  of  every- 
body who  might  be  willing  to  draw  one.  Added  to 
this,  trustworthy  drawers  of  bills  and  buyers  of  bills 
may  have  some  difficulty  in  finding  out  one  another's 
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wants,  or  in  convincing  themselves  of  one  another's 
respectability. 

Here  is  a  want,  the  inability  to  supply  which  would 
indicate  a  much  lower  state  of  civilization  than  ours, 
little  creditable  as  that  may  be,  with  such  abundance 
of  means  for  its  improvement  as  we  have  at  our  dis- 
posal. The  want  is,  a  ready  place  of  resort  to  all 
persons  who  wish  to  purchase  bills  of  exchange,  and  a 
place  of  resort  to  all  those  who  wish  to  obtain  money 
for  bills  of  exchange.  The  same  place,  it  is  evident, 
might  be  conveniently  resorted  to  both  for  the  pur- 
chase and  sale  of  bills  of  exchange,  since  the  difference 
between  the  money  received  and  the  money  paid  for 
bills  of  exchange  would  be  the  inducement  or  one  of 
the  inducements  for  establishing  such  a  place  of  resort. 
Any  establishment  for  the  sale  of  bills  of  exchange 
which  does  not  inspire  general  confidence  will  never  be 
resorted  to ;  and  any  establishment  which  does  inspire 
confidence  without  deserving  it,  will  entail  loss  or  ruin 
upon  those  who  trust  it,  and  infamy  upon  those  who 
are  associated  in  it.  The  establishments  which  have 
been  formed  for  the  sale  and  purchase  of  bills  of  ex- 
change, and  for  supplying  at  the  same  time  other  wants 
of  industrial  life,  for  which  their  organization  peculiarly 
fits  them,  are  known  by  the  name  of  "banks"  and 
"bankers."  The  latter  consist,  usually,  of  several  wealthy 
individuals  united  in  partnership,  and  their  capital, 
character,  connection,  and  long  standing  before  the 
commercial  public  cause  them  to  be  resorted  to  by  a 
body  of  customers  sufficiently  numerous  to  enable 
them  to  confine  themselves  to  what  is  termed  "banking" 
business.  The  former  are  joint-stock  associations, 
which,  by  the  principle  of  their  organization,  may  bo 
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presumed  to  be  more  fixed  and  enduring  than  any- 
private  partnership.  In  these  associations  the  in- 
dividual shareholders  have  no  right  to  withdraw  their 
shares  of  the  capital  or  stock ;  they  may  sell  them, 
whether  at  a  premium  or  discount,  according  as  the 
bank  stands  well  or  ill  in  general  estimation.  Thus 
the  bank  is  constituted,  as  it  were,  to  last  for  ever,  let 
the  shareholders  who  possess  the  stock  be  ever  so 
fluctuating  or  short-lived. 

There  is  no  need  to  explain  that  establishments 
thus  organized  throughout  the  country  will  be  able  to 
sell  bills  of  exchange  more  readily  than  most  indivi- 
duals, who,  however  good  their  security,  could  scarcely 
attain  the  same  degree  of  publicity,  nor  inspire  the 
same  amount  of  confidence.  A  bank,  in  fact,  it  will 
be  perceived  at  once,  deals  in  security,  as  a  grocer 
deals  in  tea  and  sugar,  and  a  baker  in  bread  and  bis- 
cuits ;  and  the  public  resort  to  it  as  readily  for  this 
article  as  they  do  to  any  tradesman  for  what  he  deals  in. 
The  inducement  with  the  public  to  purchase  bank-bills 
is  thus  evident  enough,  and  it  only  remains  to  be  ex- 
plained in  what  way  the  bank  can  make  a  profit,  by 
drawing  bills  and  selling  them.  Any  very  heavy 
charge  on  its  part,  it  must  be  obvious,  would  have  a 
tendency  to  make  merchants  and  tradesmen  deal  for 
bills  with  one  another  rather  than  with  banks,  or 
to  transmit  in  money  what  they  owed  to  their  cre- 
ditors. 

The  accounts  of  the  Bank  of  England,  published 
weekly,  supply  in  a  most  appropriate  and  intelligible 
form  the  explanation  yet  needed.  This  Bank  is  always 
prepared  to  sell  post-bills,  payable  in  seven  days  at 
par,  i.  e.  to  give  a  bill,  say  for  £100,  for  the  same 
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amount  in  money.  And  it  may  be  seen  from  the 
published  accounts  that,  in  selling  and  paying  these 
bills,  day  by  day,  the  Bank  of  England  never  has  a 
smaller  amount  of  these  bills  in  circulation  than 
£600,000;  consequently  the  Bank  has  always  at 
its  disposal  £600,000  arising  from  the  sale  of  these- 
bills.  The  art  of  the  Bank  managers  is  to  employ  a 
portion  of  this  £600,000  on  loan  in  such  a  manner  as 
to  be  ever  ready  to  pay  their  bills,  and  yet  to  obtain 
an  income  from  the  interest  on  what  they  are  able  to 
lend.  Few  students  will  bo  long  at  fault  to  discover 
how  this  may  be  accomplished.  But  we  will  show 
how  banks  supply  another  commercial  want,  before  we 
enter  upon  this  explanation. 

Every  shopkeeper,  every  merchant,  every  manufac- 
turer, every  farmer,  everybody,  in  short,  engaged  in 
an  industrial  employment,  must  have  at  his  command 
a  certain  portion  of  his  capital  in  money.  If  in  a  very 
small  way  of  business,  this  portion  of  his  capital  may 
be  in  his  till  or  strong  box  ;  but  if  in  a  large  way,  it 
will  be  at  a  bank  or  bankers'.  "Whether  on  his  own 
premises  or  deposited  at  a  bank,  it  would  not  be  safe 
for  him  to  be  without  some  command  of  ready  money, 
large  or  small,  according  to  the  nature  and  extent  of 
his  business.  A  merchant  who  has  to  receive  and  pay 
£10,000  a  week,  and  who  cannot  provide  against  con- 
tingencies with  a  less  balance  of  money  in  hand  than 
£1000,  gladly  avails  himself  of  the  intervention  of  a 
bank,  which  will  hold  at  his  disposal,  payable  on  de- 
mand, the  balance  of  money  intrusted  to  its  keeping, 
will  lake  charge  of  all  his  receipts,  and  will  also  under- 
take the  responsibility  of  making  all  the  payments 
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authorized  by  him.  This  constitutes  a  very  large  por- 
tion of  banking  business. 

The  amount  to  which  deposits  add  up,  in  a  large  in- 
dustrial community,  may  be  seen  by  those  at  the  Bank 
of  England.  These  are  seldom  less  than  £15,000,000, 
in  the  midst  of  the  enormous  sums  perpetually  in 
course  of  payment.  No  charge  is  made  by  the  Bank 
to  its  customers  for  thus  conducting  their  receipts 
and  payments.  It  pays  its  expenses  and  earns  ita 
remuneration  out  of  the  interest  of  that  portion  of 
the  £15,000,000  which  it  can  lend  with  safety.  It 
thus  obtains  an  income  out  of  that  which  its  cus- 
tomers individually  could  never  venture  to  part  with. 
Suppose  the  Bank  always  to  keep  so  large  a  reserve  as 
one-half  of  the  £16,000,000  received  from  depositors 
and  from  purchasers  of  post-bills,  and  to  obtain  on  an 
average  no  more  than  3  per  cent,  on  what  it  loaned, 
the  income  from  this  source  would  be  £240,000  per 
annum. 

A  beautiful  lesson  in  industrial  morality,  as  well  as 
in  the  principles  of  banking,  is  to  be  derived  from  the 
observation  and  study  of  the  peculiar  circumstances 
that  warrant  banks  and  bankers  in  failing,  apparently, 
to  comply  with  one  of  the  rules  most  indispensable 
for  industrial  success  and  security ;  we  mean  that 
rule  which  enjoins  a  state  of  preparation  to  fulfil  with 
punctuality  and  fidelity  every  engagement,  whether 
for  the  payment  of  rent,  of  wages,  of  the  price  of  a 
purchase,  or  of  a  bill  of  exchange.  The  man  who 
fails  in  any  one  of  these  respects  is  justly  thought  to 
be  dishonoured.  How,  then,  the  industrial  moralist 
might  inquire,  can  a  banker  be  justified  in  subjecting 
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himself  to  a  number  of  engagements,  the  demand  to 
fulfil  all  of  which  at  once  would  necessitate  a  suspen- 
sion of  payments  ? 

It  is  undeniable,  that  a  banker  is  liable  to  pay  on 
demand  every  amount  that  he  holds  on  deposit,  but 
the  difference  between  a  farmer,  or  manufacturer,  or 
merchant,  or  carrier,  and  a  banker  consists  in  this, 
that  the  former  is  as  regularly  summoned  to  pay,  as 
the  other  is  invited  to  retain  what  he  owes.  AVhat 
the  former  owes  is  what  others  wish  to  use  ;  what  the 
latter  owes  is  what  others  wish  not  to  use,  but  to  be 
able  to  use  on  an  emergency.  This  peculiarity  in  the 
dispositions  of  their  depositors  enables  bankers,  with- 
out danger,  to  comply  with  the  spirit  of  their  engage- 
ments, although  seldom  prepared  to  fulfil  them  to  the 
letter. 

Capitalists,  as  we  have  seen,  make  use  of  banks 
instead  of  keeping  reserves  of  money  on  their  own 
premises  and  making  their  own  payments,  because 
they  save  time,  trouble,  and  risk ;  and  the  same 
reasons  will  cause  them  to  continue  this*  practice  in 
future.  Bankers  know  this  as  well  as  shopkeepers 
and  shipowners  know  that  customers  will  continue  to 
resort  to  them  for  the  merchandise  and  means  of 
transport  which  they  respectively  supply.  Bankers 
know,  however,  that  there  is  one  contingency  which 
would  speedily  deprive  them  of  all  their  deposits,  a 
doubt  or  mistrust  of  their  solvency.  Confidence  in 
their  perfect  stability  must  be  unshaken,  their  credit 
must  be  beyond  question ;  but  the  wares  of  the 
shopkeeper,  also,  and  the  vessels  of  the  shipowner, 
must  be  in  repute,  or  their  customers  will  fall  away. 
Attending  to  these  conditions  of  success — conditions 
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which  attach  to  every  division  and  subdivision  of  in- 
dusfcrial  employment — the  banker  may  rely  upon  a 
continuance  of  demand  for  the  security  and  accommo- 
dation which  it  is  his  special  business  to  afford,  and 
upon  the  skilful  supply  of  which  his  profit  depends ' 

Banks  in  different  parts  of  the  country,  or  with  a 
preponderance  of  customers  in  particular  trades,  may 
be  subject  to  provincial  fluctuations  in  the  amount  of 
the  balances  lodged  with  them,  and  the  vicissitudes  of 
trade  may  occasionally  add  to,  or  subtract  from,  the 
sum  of  these  balances  ;  but  against  these  contingencies 
the  experienced  banker  will  be  provided  by  his  reserve. 
The  wants  of  commerce,  besides,  enable  a  banker  to 
lend  the  money  deposited  with  him  for  short  periods, 
so  that  he  can  renew  or  abstain  from  renewing  loans, 
day  by  day,  according  as  he  sees  the  balances  in  de- 
posit increased  or  diminished  in  amount.  Bills  of  ex- 
change are  peculiarly  suited  to  assist  the  banker  in  his 
effort  to  obtain  interest  on  a  part,  at  least,  of  the  funds 
deposited  with  him,  without  danger  to  his  ability  of 
fulfilling  his- engagements.  They  are  to  be  had  of  all 
kinds,  some  falling  due  in  a  few  days,  and  others  not 
till  the  end  of  twelve  months. 

Let  us  take  another  glimpse  at  the  proceedings  of 
commercial  men.  Most  of  the  large  merchants  have 
branch  establishments  in  more  places  than  one.  A. 
B.  &  Co.,  of  London,  and  A.  C.  &  Co.,  of  Canton, 
use  their  capital  and  other  resources  at  their  disposal 
to  obtain  consignments  for  each  other.  A.  B.  &  Co. 
direct  large  consignments  to  the  Canton  house,  by 
accepting  bills  of  exchange  for  one-half  or  three-fourths 
of  their  value,  drawn  by  the  various  consigners  as  soon 
as  the  bills  of  lading  and  other  arrangements  for 
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security  are  completed.  Tho  consigners,  beiag  able  to 
employ  the  value  of  their  bills  to  advantage  before 
they  become  due,  discount  them.  A.  C.  &  Co.,  of 
Canton,  when  they  have  sold  the  goods  consigned  to 
them,  appropriate  the  money  in  purchasing  tea  for 
account  of  some  of  their  connections  in  England. 
They  draw  upon  them  for  the  value  of  these  teas  and 
remit  the  bills,  some  to  the  parties  from  whom  they 
had  received  consignments  in  payment  of  the  balances 
due  to  them,  and  the  others  to  A.  B.  &  Co.,  to  enable 
them  to  pay  the  bills  for  which  they  originally  came 
under  acceptance.  These  bills,  perhaps,  will  not  fall 
due  till  some  time  after  those  which  A.  B.  &  Co.  had 
accepted,  and  for  the  payment  of  which  they  would 
rather  obtain  the  money  required  by  discounting  the 
bills  remitted  to  them,  than  by  applying  any  of  their 
other  resources.  Banks  and  bankers  having  money, 
and  wanting  securities  that  will  yield  interest,  are 
the  very  parties  whose  operations  are  likely  to  dove- 
tail with  those  of  the  merchants  who,  having  securities, 
vrant  money. 

Reverting  to  the  Bank  of  England,  whose  published 
accounts  enable  us  to  view  banking  transactions  on  a 
large  scale,  if  this  establishment  have  £8,400,000  on 
loan,  or,  which  is  the  same  thing,  employed  in  dis- 
counting, we  may  assume,  dividing  this  amount  by 
twelve  (the  supposed  average  number  of  the  weeks 
at  the  expiration  of  which  the  loans  made,  and  bills 
discounted  become  due),  that  £700,000  is  repaid  to  it 
every  week.  An  opportunity  is  thus  afforded  every 
week  to  the  managers  of  the  Bank  of  preserving,  re- 
ducing, or  enlarging  the  proportion  of  the  deposits, 
which  they  choose  to  lend,  or  to  employ  in  discounts, 


124  BANKING. 

according  to  what  prudence  and  the  desire  of  gain 
conjointly  would  appear  to  recommend. 

The  accommodation  afforded  to  the  public  by  means 
of  Post-office  orders  will  be  duly  appreciated,  and  the 
principle  on  which  it  is  given  will  be  readily  understood, 
after  such  explanations  as  the  preceding.  Post-offices 
being  established  throughout  the  kingdom  for  other 
purposes,  they  are  taken  advantage  of  as  places  where 
the  public  may  be  provided  with,  and  obtain  payment 
of,  what  really  are  bills  of  exchange  for  sums  not  ex- 
ceeding £5.  But  as  the  interest  on  the  amount  in 
circulation  would  not  suffice  to  pay  the  expenses  of 
management,  a  charge  is  made,  for  each  Post-office 
order,  of  3d.  when  the  sum  does  not  exceed  £2,  or  of 
Qd.  when  it  does. 

Savings1  banks  also  are  easily  seen  to  be  institu- 
tions specially  intended  to  afford  to  the  possessors  of 
small  sums  a  secure  place  of  deposit  for  their  savings, 
and  a  participation  in  the  profit  derivable  from  the 
employment  of  their  savings  thus  concentrated  into  a 
focus.  These  banks  give  a  low  rate  of  interest  to 
depositors,  and  receive  a  larger  rate  from  the  Govern- 
ment, which  borrows  the  deposits,  and  thereby  affords 
the  best  of  all  securities — that  of  the  nation.  The 
expense  of  managing  the  various  savings'  banks  is  paid 
out  of  the  surplus  of  the  interest  paid  by  the  Govern- 
ment to  the  banks  over  that  paid  by  the  banks  to  the 
depositors.  The  funds  which  would  otherwise  be 
borrowed  by  the  Government  are  set  free  to  earn 
profit  elsewhere.  Bankers  do  for  their  customers  with 
large  deposits  what  savings'  banks  do  for  theirs  with 
small  deposits;  they  make  one  distinction — they  gene- 
rally, although  not  universally,  perform  highly  im- 
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portant  duties  at  considerable  cost,  in  lieu  of  paying 
interest  on  the  balances  in  deposit. 
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IT  will  readily  be  understood  that  the  commercial 
wants  which  give  rise  to  bills  of  exchange  are  far 
•irious  to  admit  of  their  being  entirely  supplied  by 
banks  and  bankers ;  and  that  bills  are  given  and  re- 
ceived, bought,  sold,  and  discounted,  sometimes  with 
and  sometimes  without  the  intervention  of  bankers, 
the  services  of  brokers  being  employed  to  bring 
together  buyers  and  sellers,  or  those  who  would  lend 
and  those  who  would  borrow  on  the  security  of  bills 
of  exchange. 

The  value  of  a  bill  of  exchange,  or  the  extent  to 
which  the  amount  obtained  by  the  seller  on  the  day  of 
sale  falls  short  of  or  exceeds  the  amount  of  the  ac- 
ceptor's liability  on  the  day  when  the  bill  falls  due,  is 
affected  by  many  circumstances.  For  example  : — 

A  bill  of  exchange,  where  the  characters  of  the 
drawer,  acceptor,  and  endorser  are  not  completely 
above  suspicion,  would  procure  for  its  possessor  a 
smaller  amount  of  money  than  he  could  obtain  for  a 
less  exceptionable  bill. 

"With  two  bills  of  exchange,  equal  in  all  other 
respects,  but  one  of  which  is  payable  in  two  months, 
and  the  other  in  four,  the  one  due  at  the  end  of  two 
months,  or  the  shorter  bill,  would  sell  for  the  larger  sum. 
The  difference  in  their  values,  it  is  plain,  would  be  in- 
fluenced by  the  rate  of  interest  prevailing  at  the  lime. 
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The  value  of  bills,  besides,  must  fluctuate,  independ- 
ently of  the  other  causes  affecting  values,  with  fluctu- 
ations in  supply  and  demand.  According  to  what  we 
have  seen  of  the  internal  banking  arrangements  of  our 
country,  the  supply  and  demand  of  bills  have  been 
made  self-adjusting.  The  Bank  of  England,  for  ex- 
ample, is  always  prepared  at  all  its  branches  to  sell  its 
bills  at  par,  whatever  may  be  the  demand  for  them ; 
and  the  profit  which  it  obtains,  by  employing  a  portion 
of  the  funds  ever  due  to  the  holders  of  its  bills,  is 
sufncient  to  cover  the  expense  to  which  it  is  occasion- 
ally put  in  sending  money  to  restore  the  equilibrium 
of  payments  and  receipts  at  its  several  places  of  busi- 
ness. And  where  the  very  best  bills  are  to  be  had  at 
par,  the  value  of  a  bill  can  never  be  greater  than  the 
amount  receivable  when  due  by  its  holder.  The  value 
may  be  less  according  to  the  distance  of  the  day  of  its 
falling  due,  and  according  to  the  estimate  formed  of 
the  characters  of  the  parties  concerned  in  it.  But  this 
facility  of  obtaining  bills  at  par  is  confined  to  internal 
bills,  or  to  bilk  payable  in  our  own  country.  With 
foreign  bills,  or  bills  drawn  on  places  far  remote,  and 
between  which  and  the  place  of  the  drawer  the  ex- 
pense of  carriage  is  considerable,  there  is  great  scope 
for  fluctuations  in  their  value.  There  may  be  more 
persons  anxious  to  purchase  than  to  draw  bills,  or  more 
drawers  than  buyers,  or  they  may  about  balance  one 
another ;  and  the  fluctuations  in  the  proportions  of 
the  buyers  and  sellers  of  bills  to  each  other  constitute 
what  is  meant  by  "  fluctuations,  in  supply  and  demand." 

Taking  two  countries,  such  as  England  and  Aus- 
tralia, where  the  circulating  medium  is  similar,  and 
supposing  the  monthly  export  and  import  of  com- 
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modities  to  be  equal  in  value,  say  £1,000,000  each, 
the  drawers  ami  buyers  of  bills  would  about  balance 
one  another,  and  a  £1000  bill  drawn  in  England  on 
Au>!ralia  would  be  worth  £1000,  subject,  of  course, 
4o  some  deduction,  according  to  the  character  of  the 
bill,  to  the  term  for  which  it  was  drawn,  and  in  compen- 
sation for  the  services  of  the  intervening  party,  if  any, 
who  brought  the  seller  and  buyer  together,  or  who 
it  a  part  of  his  business  to  supply  and  buy  bills, 
according  as  it  is  demanded  to  purchase  or  to  sell 
them.  But  if  the  value  of  the  monthly  exports  were 
only  C  900,000,  while  that  of  the  imports  was£l,000,000, 
the  buyers  of  the  bills,  not  then  being  able  to  obtain 
the  full  amount  necessary  to  discharge  their  debts 
in  Australia,  would  have  to  send  the  difference,  or 
£100,000,  in  money.  Assuming  2  per  cent,  to  be  the 
cost  of  sending  money  from  England  to  Australia, 

English  debtor  of  £1000,  in  his  anxiety  to  escape 
the  outlay  of  £20  for  the  purpose  of  paying  the  £1,000 
owr<l  by  him  in  Australia,  would  bid  something  more 
than  £1000  for  a  bill  of  that  amount.  Or  it  might  so 

n  that,  for  the  transmission  of  small  sums  of 
money,  the  expense  would  be  more  than  2  per  cent., 
while  for  large  sums  it  would  be  a  trifle  less ;  in  which 
case,  banks,  or  merchants  whose  transactions  are  on 

<>  scale,  would  draw  bills  and  sell  them  at  2  per 
cent,  premium,  and  then  transmit  the  money  where- 
with their  correspondents  in  Australia  might  pay  the 
bills,  at  an  expense,  say  of  li  per  cent. 

The  bill  negotiations  may   be   viewed  iu   another 

light.     While  there  are  buyers  <tf  bills  for  £1,000,000, 

:y  the  supposition,  drawers  of  bills  only  for 

£900,000.     As  soon  as  this  state  of  the  bill-market  is 
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ascertained,  the  price  of  bLls  (or  the  premium  on 
bills)  rises,  not  of  some  but  of  all  the  bills.  The 
drawers  of  bills  in  the  aggregate  might  be  induced  to 
draw  bills  for  the  whole  amount  required  by  buyers, 
at  1  per  cent,  premium,  and  to  transmit  the 
£100,000  money,  at  a  cost  of  2  per  cent.  Their 
profit  account  would  stand  as  follows  :—  £10,000  (or 
1  per  cent,  on  a  million)  minus  £2000  (or  2  per 
cent,  in  £100,000),  equal  to  £8000,  from  which  would 
have  to  be  deducted  all  the  mercantile  expenses  inci- 
dental to  such  transactions. 

Circumstances  frequently  arise  in  the  commercial 
intercourse  between  two  countries  to  disturb  the  rela- 
tive values  of  their  exports  and  imports  of  merchandise. 
When  the  value  of  the  exports  rises  above  that  of  the 
imports  the  supply  of  bills  will  exceed  the  demand,  and 
bills  will  be  at  a  discount.  When  the  value  of  imports 
rises  above  that  of  the  exports  the  demand  for  bills 
will  exceed  the  supply,  and  bills  will  be  at  a  premium. 
Differently  expressed,  in  the  former  case  a  balance  of 
money  will  have  to  be  received,  to  avoid  the  expense 
of  importing  which  people  will  sell  their  bills,  even  at 
a  discount ;  and  in  the  latter  case  a  balance  of  money 
will  have  to  be  paid,  to  avoid  the  expense  of  exporting 
which  people  will  buy  bills,  even  at  a  premium. 

There  are  three  causes,  then,  which  affect  the  value 
of  a  bill  of  exchange  drawn  upon  a  foreign  or  distant 
country — the  characters  of  the  parties  concerned  in  it, 
its  term,  and  the  relative  proportions  of  the  values 
imported  to  and  exported  from  that  country,  inde- 
pendently of  the  money,  or  of  the  metal  out  of  which 
money  is  coined.  These  causes  may  act  in  the  same  or 
in  opposite  directions,  and  the  appreciation  of  them  is 
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the  special  business  of  merchants,  bankers,  and  dealers 
in  exchange. 

The  proportion  between  the  amount  of  money  given 
for  a  bill  drawn  on  a  foreign  or  distant  place  and  the 
amount  expressed  upon  the  face  of  the  bill  has  a  name 
appropriated  to  it :  it  is  called  ike  rate  of  exchange. 
When  the  two  amounts  are  alike,  the  rate  of  exchange 
is  said  to  be  par;  when  the  amount  of  money  paid  is 
larger  than  the  amount  of  the  bill,  bills  are  said  to  be 
at  a  premium  ;  when  the  reverse,  then  bills  are  said  to 
be  at  a  discount. 

A  few  more  expositions  are  yet  required  before  we 
can  take  leave  of  the  subject  of  exchange.  It  is  a 
common  form  of  expression,  in  speaking  of  the  foreign 
exchanges,  to  say  that  they  are  "unaltered,"  or 
"  rising"  or  "  falling."  We  have  made  use  of  another 
form  of  expression ;  we  have  spoken  of  bills  at  par,  at 
a  premium,  and  at  a  discount,  and  we  shall  endeavour 
to  show  the  correspondence  between  the  two  modes  of 
expressing  the  same  things,  adding,  however,  in  the 
first  instance,  to  our  previous  expositions  of  the  causes 
of  these  different  states  of  exchange,  a  short  explana- 
tion of  the  means  at  our  disposal  for  establishing  the 
par  of  exchange  between  countries  where  coins  of  dif- 
ferent denominations  are  in  use. 

We  will  begin  with  the  United  States,  where  the 
unit  standard  measure  of  value  is  the  dollar — not  the 
silver  dollar  as  in  former  days,  but  the  dollar  of  gold. 
The  weight  of  this  dollar  is  25*8  grains ;  one-tenth  of 
which  being  alloy,  there  are  23'2  grains  of  pure  gold. 
As,  in  the  gold  coinage  of  our  own  country,  \\  oz.,  or 
440  grains  of  pure  gold,  are  coined  into  £3  17 >, 
the  par  of  exchange  will  bo 
K 
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1  dollar  -  4s.  1-2736^.,  or 

440  grs.  :  23'2  grs.  : :  £3  17s.  10±d.  :  4s.  1'2736J. 

The  exchange  operations  between  the  United  States 
and  the  United  Kingdom  are  rendered  rather  more  in- 
tricate and  laborious  in  practice,  and  more  difficult  oi 
comprehension  in  principle,  by  the  perpetuation 
the  absurd  custom  of  estimating  the  dollar  at  a  fixed 
value  in  English  money,  viz.,  4s.  6d.,  and  then  mark- 
ing the  fluctuations  in  exchange  by  giving  100  dollars, 
and  a  variable  number  in  addition,  for  every  100  dollars 
of  4s.  Gd.  A  very  simple  calculation  readily  gives  the 
par  of  exchange  in  this  form,  e.  g. — 

4s.  1-2736J.  :  4s.  Gd.  : :  100  :   109'6. 

If  we  call  any  addition  to  109'6  a  rise  in  the  ex- 
change, or  a  subtraction  from  109'6  a  fall  in  the  ex- 
change, it  is  evident  that  a  rise  in  the  exchange 
above  that  number  will  indicate  a  balance  of  money 
payable  by  the  United  States,  and  a  fall  in  the  exchange, 
a  balance  of  money  payable  by  the  United  Kingdom. 

In  former  times,  the  oscillations  above  and  below, 
par  in  the  exchange  between  these  two  great  commer- 
cial communities  were  frequent,  the  flow  of  the  pre- 
cious metals  being  sometimes  in  one  direction,  some- 
times in  the  other.  But  since  the  great  discovery  of 
gold  in  California,  now  an  integral  portion  of  the 
United  States,  there  has  been  an  overflow  of  gold  from 
the  States  to  Europe,  principally  to  the  United 
Kingdom,  seldom  suspended,  and  never  interrupted  by 
a  reflux;  and  as  a  consequence,  the  exchange  has 
generally  been  above  and  never  below  par  j  or,  ex- 
pressed more  distinctly, bills  on  England  have  generally 
been  at  a  premium,  and  never  at  a  discount.* 

*  Events  have  jost  occurred  in  the  United  States  which  have  temporarily 
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The  principle  for  establishing  the  par  of  exchange  is 
universal.  The  calculations  for  the  application  of  it 
will  vary  with  the  coinage  of  different  countries. 
Another  difficulty,  although  only  verhal,  has  to  he  ad- 
l  to,  in  applying  the  rules  or  principles  as  above 
explained  to  exchanges  quoted  so  differently  as  those 
•'•n  this  country  and  France,  and  between  this 
country  and  Russia.  In  the  former,  the  fixed  to  cm  is 
the  pound  sterling,  and  the  varying  quantity  the  i'raiu-s  ; 
in  the  second,  the  fixed  term  is  the  Russian  rouble, 
and  the  variable  the  English  pence.  Avoiding  fractions, 
and  not  pretending  to  minute  accuracy,  let  us  assume 
the  two  pars  of  exchange  to  be 

£1  =25  francs.  1  rouble=38</. 

It  is  clear  enough  that,  if  money  or  the  precious 
metals  were  to  flo.w  out  of  the  United  Kingdom  to 
both  these  countries,  the  French  exchange  would  fall, 
while  that  of  Russia  would  rise ;  but  if  the  flow  of 
money  were  into  the  United  Kingdom  from  both 
those  countries,  a  precisely  opposite  state  of  the  ex- 
changes would  be  the  consequence. 

The  instruction  thus  far  gained  prepares  the  student 
for  mastering  the  further  difficulty  presented  by  fluc- 
tuations in  the  exchanges  between  two  countries  in 
which  the  unit  standard  measure  of  value  is  made  out 

altered  the  current  of  gold  as  described  in  the  text ;  the  distrust  aad  conse- 
quent suspension  of  credit  having  necessitated  the  use  of  coin  where  it  had 
b«en  previously  dispensed  with.  The  gold  for  coinage  has  been  partly 
Obtained  by  retaining  the  produce  of  the  Californiaii  gold-fields,  and  partly 
by  drawing  from  Europe  (principally  from  this  country)  gold  ii 
other  coramofiitifs,  in  payment  of  their  enormous  additional  exports  of  corn 
and  flour.  The  exchange  at  one  time  actually  fell  to  100  (making  the  dollar 
'.) ;  but  it  hu.-  n  again  to  103,  probably  to  return,  in  tho 

absence  of  other  disturbing  causes,  to  its  previous  range  of  fluctuation. 
(April,  1861.) 
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of  two  different  metals — say  out  of  silver  in  one,  and 
out  of  gold  in  the  other.  These  metala,  it  is  true, 
vary  but  little  in  relative  value;  but  they  do  vary,  and 
then  the  par  of  exchange  varies. 

The  exchange  between  two  such  countries  as  Hol- 
land and  England,  with  their  respective  unit  standard 
measures  of  value — the  silver  florin  and  the  gold 
sovereign — afford  opportunities  in  abundance  for  prac- 
tice in  calculations  upon  .a  fluctuating  par  of  exchange. 
The  weight  of  pure  silver  in  a  florin  being  ascertained, 
nothing  more  is  wanting  to  establish  the  par  of  ex- 
change than  to  estimate  the  pure  silver  in  the  florin 
at  the  market  price  of  silver  in  England,  say  at  4s.  11^., 
or  5*.  or  5s.  2d.,  or  whatever  the  price  may  be  per 
ounce  of  standard  silver,  or  per  f  o  of  an  ounce,  or  per 
18  dwts.  12  gr.  of  pure  silver.  Or  the  weight  of  pure 
gold  in  a  sovereign  being  ascertained,  the  price  of  that 
gold  at  Amsterdam  would  give  the  par  of  exchange  for 
a  sovereign  at  Amsterdam. 

In  attempting  to  apply  the  principles  as  thus  briefly 
stated  to  the  daily  occurrences  in  exchange  operations, 
it  must  not  be  supposed  that  the  rates  of  exchange 
between  places  far  distant  from  one  another  may  not 
fluctuate  very  greatly  during  that  period  of  time  which 
must  elapse  before  the  transmission  of  money  or  of 
the  precious  metals  can  restore  the  equilibrium  of 
exported  and  imported  values.  It  might  so  happen  that 
the  merchants  of  Australia  or  China  were  creditors  of 
the  merchants  in  England  for  considerable  balances, 
owing  to  large  shipments  of  merchandise  to  England, 
and  to  smaller  imports,  or  to  imports  of  an  unsaleable 
kind,  and  that  the  actual  state  of  things  was  known 
only  for  the  time  in  Australia  and  China,  and  not 
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having  been  anticipated,  was  not  provided  against  in 
England.  Under  such  circumstances,  advice  must 
first  be  sent  to  England,  and  then  the  money  must  be 
forwarded.  From  six  to  eight  months  will  elapse 
before  the  money  can  be  received  in  answer  to  the 
application  for  money  to  liquidate  the  debts  incurred. 
Bills  will  be  at  a  heavy  discount.  There  will  be  many 
drawers  and  few  buyers.  A  banker  or  dealer  in  ex- 
change might  step  in  to  earn  a  profit  by  supplying 
this  pressing  mercantile  want.  Let  us  compute  what 
discount  on  bills  drawn  on  England  would  remunerate 
him  for  embarking  his  capital  in  their  purchase.  The 
rate  of  interest  in  these  countries  is  high,  say  1  per 
cent,  per  month,  and  the  cost  of  sending  the  money 
2  to  3  per  cent.  A  discount,  then,  of  10  to  15  per 
cent,  on  the  best  bills  would  be  required  to  tempt 
him  to  become  a  purchaser.  If  to  that  we  add  some- 
thing for  the  risk  on  second  or  third  rate  bills,  we 
have  a  satisfactory  explanation  of  those  wide  fluctu- 
ations in  the  rate  of  exchange  known  to  have  occurred 
at  times  in  remote  places.  Fluctuations  of  anything 
like  the  same  range  are  impossible  in  places  more  easy 
of  access,  and  where  the  rate  of  interest  does  not  rise 
so  high ;  and  in  our  own  trade,  not  only  are  there 
no  fluctuations  in  the  rate  of  exchange,  but  it  might 
almost  be  said  that  there  is  no  rate  of  exchange  at  all, 
unless  that  can  be  called  a  rate  of  exchange  which 
never  deviates  from  par. 
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PAPER   MONEY. 

THERE  yet  remains  to  be  noticed  one  other  substitute 
for  money,  and  which  can  only  be  adopted  in.  its 
fulness  by  a  people  who  have  learned  the  art  ot 
establishing  credit  on  an  indestructible  basis,  and 
who  have  developed  among  themselves  a  very  large 
amount  of  integrity  and  intelligence.  We  have  ex- 
amined how  credit  in  account  and  bills  of  exchange 
serve  to  economise  the  use  of  money,  and  to  place  at 
our  disposal  facilities  which  coin  is  unequal  to  afford. 
The  substitute  of  which  we  now  propose  to  treat  is  in 
its  nature  so  similar  to  a  bill  of  exchange,  and  the 
securities  with  which  it  ought  to  be  guarded  are  so 
similar  to  those  indispensable  for  the  safe  conduct  of 
banking  business,  that  it  appeared  desirable  to  allow 
the  investigation  of  these  two  subjects  to  take  prece- 
dence. 

The  substitute  in  question  differs  from  a  bill  of 
exchange  in  two  respects.  It  is  payable  to  the  bearer, 
whereas  a  bill  of  exchange  is  payable  to  the  order  of 
the  person  in  whose  favour  it  is  drawn;  and  it  is 
always  payable  on  demand,  which  is  seldom  the  case 
with  a  bill  of  exchange.  Notes  of  this  description 
have  long  been  in  general  circulation  ;  they  are  called 
promissory  notes.  Under  certain  conditions  they  have 
not  only  been  considered  as  substitutes  for  money, 
but  actual  money;  and  the  name  "  paper  money" 
has  been  allotted  to  them.  Adopting  this  expression, 
in  countries  where  promissory  notes  circulate,  coin 
and  paper  money  together  constitute  what  is  called 
the  currency,  or  circulating  medium. 
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Paper  money,  then,  consists  of  promissory  notes 
payable  to  the  bearer  on  demand.  A  Bank  of  Eng- 
laiid  £5  note,  for  example,  is  a  promise  made  on  behalf 
of  the  Governor  and  Company  of  that  establishment 
to  pay  five  pounds  or  sovereigns  to  the  bearer  on 
demand. 

The  value  of  a  note  depends  conjointly  upon  tho 
amount  promised  on  the  face  of  it  and  upon  the  con- 
viction felt  by  the  party  who  holds  it,  and  by  those 
who  may  be  invited  to  accept  it  in  payment,  of  tho 
readiness  and  competency  of  those  who  had  issued  it 
to  perform  their  promise. 

In  calling  promissory  notes  substitutes  for  money, 
it  will  not  be  supposed  that  they  can  be  more  than 
partial  substitutes.  They  act  as  auxiliaries  to  rather 
than  as  substitutes  for  coin.  Subordinate  to,  and 
1  upon  the  unit  standard  measure  of  value,  they 
serve  certain  purposes  for  which  the  unaided  sove- 
reigns are  ill  adapted.  The  unit  measure  cannot  be 
superseded,  although  for  some  purposes  a  substitute 
in  its  stead  may  be  advantageously  provided,  as  the 
use  of  credit  and  of  bills  of  exchange  has  shown. 

Supposing  the  conditions  requisite  for  deserving 
and  inspiring  confidence  to  have  been  complied  wiih 
by  the  issuers  of  paper  money,  why  should  the  public 
give  a  preference  to  paper  over  metallic  money  ? 

Because  paper  money  offers  securities,  not  inherent 

in  coin,  against  loss  and  robbery ;  aud  besides,  by  dis- 

ing  with  the  counting,  weighing,  and  transporting 

indispensable  in  the  payment  of  large  sums  in  coin,  it 

economises  the  cost  both  of  time  and  labour. 

Promissory  notes,  payable  to  bearer  on  demand,  fur 
a  smaller  sum  than  £5  are  forbidden  by  law  in  this 
country.  The  chief  reason  for  this  prohibition  is  the 


13G  PAPER   MONET. 

facility  supposed  to  be  presented  by  smaller  notes  to 
tlae  commission  of  forgery.  There  is  no  occasion  for 
our  examining  here  the  policy  of  such  a  restriction. 
The  fact  of  its  existence  has  to  be  stated,  in  order  that 
we  may  not  be  led  into  erroneous  conclusions,  if  called 
upon  to  account  for  the  proportion  in  which  coin  and 
paper  money  circulate  among  us. 

There  is  one  inconvenience  in  the  use  of  paper 
money,  unless  removed  by  legal  enactment,  which 
does  not  attach  to  the  coin  of  the  realm.  The  offer 
to  make  a  large  payment  in  bank-notes  might  be  re- 
jected, to  the  great  inconvenience  and  annoyance  of 
the  debtor  who  would  discharge  his  debt,  or  of  the 
buyer  who  would  complete  his  purchase.  Bank-notes, 
to  use  the  received  language,  are  not  a  legal  tender, 
unless  made  so  by  special  legislative  enactment. 

To  perfect  the  usefulness  of  paper  money,  the  le- 
gislature of  this  country  has  deemed  it  advisable  to 
make  the  promissory  notes  of  the  Bank  of  England  a 
legal  tender,  and  to  place  other  issuers  of  notes  under 
restrictions,  which  it  would  be  out  of  place  to  particu- 
larise here.  In  return  for  these  concessions  and  pri- 
vileges to  the  Bank  of  England,  the  legislature  has 
appended  to  them  several  stipulations,  for  the  security 
and  convenience  of  the  public.  The  stipulations  for 
security  are,  first,  that  the  capital  of  the  Bank  is  to 
be  maintained  at  not  less  than  £14,553,000 ;  secondly, 
that  beyond  £14,475,000  of  paper  money  no  notes 
are  to  be  issued  except  in  exchange  for  gold,  or  for 
gold  and  a  very  limited  amount  of  silver ;  and,  thirdly, 
that  there  shall  be  a  weekly  publication  of  their  ac- 
counts, to  enable  the  public  to  judge  of  the  prudence 
with  which  the  Bank  business  is  managed.  The  sti- 
pulations for  convenience  are,  that  the  Bank  shall  be 
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ever  ready  to  pay  its  debts  in  coin  or  notes,  at  the 
option  of  the  claimant,  to  pay  its  notes  on  demand, 
and  to  issue  its  notes  in  exchange  for  equal  value  in 
money,  or  in  exchange  for  uncoined  gold  of  the  mint 
standard,  at  the  rate  of  £3  17*.  9d.  per  ounce. 

With  this  arrangement,  it  is  clear  that  the  public 
have  the  option  (subject  to  the  prohibition  of  notes  of 
a  smaller  value  than  £5)  of  using  just  such  a  pro- 
portion of  p'aper  money  as  they  please.  They  may 
exchange  the  whole  or  part  of  their  sovereigns  for 
bank-notes,  or  the  whole  or  part  of  their  bank-notes 
for  coin. 

In  fixing  £14,475,000  as  the  maximum  of  notes  to 
be  issued  in  exchange  for  securities,  the  legislature 
was  governed  by  this  consideration :  that  for  a  very 
long  period,  amidst  all  the  vicissitudes  of  commerce, 
the  amount  of  notes  held  by  the  public  had  never  been 
below  that  amount,  and  that  the  amount  likely  to  be 
demanded,  and  therefore  to  be  held,  by  the  public 
from  that  time  forward  would  always  be  considerably 
above  that  sum.  The  event  has  hitherto  fully  justi- 
fied that  anticipation.  Consequently,  another  object 
aimed  at  by  the  legislature  has  been  accomplished ; 
the  amount  of  money  in  circulation,  part  paper  and 
part  metallic,  fluctuates  as  freely  as  if  it  were  all 
metallic. 

As  it  was  optional  with  the  Bank  of  England  to 
accept  or  to  reject  the  conditions  offered  by  the  Go- 
vernment, it  is  reasonable  to  suppose  that,  in  the  eyes 
of  the  directors,  the  profit  derivable  from  the  interest 
on  £14,475,000  of  notes  lent  against  securities  is  quite 
suilicieiit  to  compensate  them  for  the  services  which 
they  bound  themselves  to  render  to  the  public.  It  is 
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by  no  means  certain,  however,  if  this  particular  re- 
striction as  to  the  amount  of  securities  to  be  held 
against  notes  had  not  been  insisted  upon,  that  pru- 
dential considerations  would  have  led  the  directors,  in 
the  management  of  their  business,  free  from  the  re- 
strictions of  law,  to  any  very  material  departure  from 
that  which  they  are  now  legally  bound  to  conform  to. 
Prudence,  in  conformity  with  the  principles  on  which 
all  banking  business  ought  to  be  conducted,  would 
always  dictate  a  large  reserve,  to  meet  a  possible  in- 
crease of  demand  for  payment,  and  a  reserve  large  in 
proportion  to  the  notes  in  circulation,  when  the 
amount  of  them  was  unusually  large. 

A  clear  perception  of  the  really  useful  functions  of 
banks,  either  as  issuers  of  paper  money,  or  as  pro- 
moters of  commercial  convenience  in  other  respects, 
will  aid  to  dispel  all  illusions  as  to  their  capacity  of 
supplying  capital  in  unlimited  quantities  to  those  who 
apply  for  it.  As  far  as  banks  and  bankers  have  capital 
of  their  own,  they  are  at  liberty  to  employ  it  as  they 
please,  or  to  lend  it  to  others,  whether  for  long  or 
short  terms,  as  they  consider  most  conducive  to  their 
advantage.  This  capital,  however,  being  drawn  to- 
gether for  the  purpose  of  inspiring  confidence  and 
acquiring  mercantile  influence,  it  is  seldom  used  other- 
wise than  in  discounting  and  loaning.  But  beyond 
their  several  capitals,  banks  can  do  no  more  than 
re-distribute  what  they  have  collected  from  their  cus- 
tomers. They  lend  and  discount  largely  and  gladly 
in  proportion  as  the  aggregate  of  balances  in  their 
hands  increases,  and  sparingly  and  reluctantly  in  pro- 
portion as  this  aggregate  diminishes.  "Whether  they 
will  refuse  to  comply  with  the  demands  made  upon 
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them  for  accommodation,  or  whether  they  will  seek 
for  customers,  whom  they  may  persuade  to  discount 
or  sell  securities,  cau  scarcely  be  said  to  depend  upon 
themselves,  but  rather  upon  the  positio'n  in  which 
they  find  themselves  placed  by  others.  To  obtain 
bank-notes  from  the  Bank  of  England,  gold,  coined  or 
uncoined,  will  always  suffice,  while  good  securities 
may  or  may  not  suffice,  according  to  the  position  of 
the  Bank  in  regard  to  its  reserve.  The  rate  of  interest 
that  the  public  will  be  charged  also  depends  upon 
the  extent  of  the  demand  which  the  Bank  finds  to  be 
upon  its  resources.  Students  to  whom  all  this 
industrial  knowledge  is  familiar  will  scarcely  fail  to 
exemplify  its  usefulness  in  their  conduct.  As  mer- 
chants, they  will  so  manage  their  own  transactions  as 
to  be  prepared  to  fulfil  all  their  engagements,  inde- 
pendently of  banks  and  bankers,  availing  themselves 
or  not  of  the  opportunity  of  accepting  banking  ser- 
vices, according  as  their  expenses  might  be  dimi- 
nished, their  profits  enhanced,  or  their  losses  mitigated 
thereby.  As  commentators  upon  the  successes  and 
failures  of  others,  and  upon  the  causes  of  the  loss  and 
difficulty  in  which  others  are  involved,  they  will  join 
in  no  wild  ami  silly  cry  that  such  sad  calamities  as 
insolvencies  and  commercial  panics  ever  fell  upon 
society  because  the  Bank  had  made  money  tight  or 
had  put  on  the  screw,  or  because  the  legislature  had 
taken  precautions  against  banking  imprudence.  But 
they  will  have  the  intelligence  to  understand  and  the 
ability  to  explain  that  mercantile  failures,  whether 
confined  to  a  few,  or  so  extended  as  to  create  an 
industrial  convulsion,  must  ever  be  attributable  to  a 
lack  of  right  conduct,  partly  originating  in  deficiency 
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of  knowledge,  and  partly  in  greediness,  extravagane 
and  a  misuse  of  credit ;  and  that  a  recurrence  of  si- 
milar calamities  is  avoidable  only  through  better  con- 
duct in  the  future,  through  more  knowledge,  moi 
sensible  views  of  the  conditions  of  industrial  succc 
more  economy,  and  more  scrupulous  respect  for  the 
credit  enjoyed  on  account  of  the  confidence  grante 
by  others. 

"While  it  must  never  be  lost  sight  of  that  director 
of  industrial  operations  ought  to  depend  upon  the 
own  resources  for  the  fulfilment  of  their  engagement 
that  the  terms  or  periods  of  time  for  which  they  hole 
borrowed  capital  should  be  at  least  co-extensive  witl 
the  terms  for  which   they  pledge  it,  and  that 
inconvenience,  loss,   or   suspension  of   payment  in. 
which  they  may  become  involved,  from  want  of  atten- 
tion to  these  rules,  can  only  be  chargeable  to  the 
own  imprudence ;  banks,  it  is  not  to  be  denied,  ha\ 
duties  to  perform  towards  their  customers  as  well  at 
to  themselves.    In  discounting  and  loaning,  they  oughi 
in  proportion  to  the  means  placed  at  their  disposal, 
avoid  withholding  at  particular  junctures  that  am 
modation  which  their  several  customers  had  been  led 
to  expect  from  them.     Bankers  who  thoroughly  un- 
derstand their  business  will  attend  to  this  rule,  in 
order  not  to  disappoint  reasonable  expectations,  and 
for  the  sake  of  the  connection,  the  maintenance  of 
which  is  essential  to  their  success  as  bankers. 

An  exposition  of  the  functions  of  money — metallic 
and  paper— could  scarcely  be  said  to  be  complete,  if 
it  omitted  ±o  touch  upon  certain  opinions  afloat  con- 
cerning money  and  capital  in  their  connection  one  with, 
the  other.  To  confound  them  together — to  speak  of 
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them  as  one  and  the  same  thing — is  by  no  means  an 
uncommon  mistake.  Capital,  although  measured  or 
estimated  in  money,  and  frequently,  in  familiar  dis- 
course, talked  of  as  money,  is  not  money — it  is  much 
more  than  money.  It  is  all  that  portion  of  wealth 
which  is  employed  to  earn  profit.  There  are  some 
items  of  wealth,  such  as  tools,  machines,  docks,  ware- 
houses, ships,  and  railroads,  which  may  be  said  to  be 
wholly  capital.  There  are  other  items,  such  as  bread, 
clothes,  furniture,  ornaments,  and  utensils,  which  are 
only  partly  capital.  The  precious  metals,  uncoined 
and  coined,  take  rank  among  these  last.  They  are 
largely  used  for  domestic  and  ornamental  purposes, 
and  in  a  less  degree  for  commercial  purposes.  As  a 
portion  of  capital,  it  would  be  an  exaggeration  to  esti- 
mate money  at  a  thousandth  part  of  the  whole.  As  for 
the  paper  money  and  other  auxiliaries  to  metallic 
money,  they  are  not  capital,  they  are  not  even  wealth ; 
they  are  mere  manifestations  of  skill  in  the  intelligent 
use  of  coin,  as  a  means  for  facilitating  interchange, 
estimating  values,  and  contributing  power  and  security 
to  industrial  effort. 

If  this  be  a  faithful  representation  of  money  and  its 
functions,  and  we  do  not  see  how  it  can  be  questioned, 
there  must  be  danger,  as  there  is  inconvenience,  in 
countenancing  that  slovenly  use  of  language  which 
represents  capital  as  money;  which  calls  capital  by 
a  name  appropriated  to  something  less  than  its 
thousandth  part.  "Were  we  reduced  to  the  alternative 
of  representing  capital  to  be  money,  or  of  excluding 
money  from  among  the  items  of  which  capital  is  made 
up,  we  would  not  hesitate  to  exclude  it.  No  opening 
for  serious  error  would  be  afforded  therebv.  A  recti- 
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fication,  if  the  necessity  should  arise,  of  one  per  mil 
would  establish  perfect  accuracy  wherever  one  thosuand 
and  one  are  spoken  of  as  a  thousand;  but  where  "one" 
is  habitually  represented  as  "  one  thousand,"  how  can 
we  expect  to  escape  from  error  and  confusion  ?  Money 
is  as  essential  to  the  profitable  application  and  dis- 
tribution of  capital,  as  oil  is  to  ease  of  motion  and 
economy  of  power  in  a  steam-engine,  and  is  as  much 
the  capital  as  oil  is  the  engine,  but  no  more.  The 
circulating  medium,  coin  and  paper  money,  is  to  be 
looked  upon,  not  as  capital,  but  as  a  contrivance  for 
transferring  capital  from  hand  to  hand,  and  from  place 
to  place,  so  that  it  may  be  employed  to  the  greatest 
advantage.  The  soundness  of  this  view  can  be  further 
tested  by  asking — what  must  a  director  of  capital  do> 
in  order  to  earn  a  profit,  if  he  have  his  capital  in  the 
shape  of  money  ?  He  must  exchange  it.  Not  so,  if 
he  has  his  capital  in  the  shape  of  machinery,  of  raw 
material,  or  of  seed  and  manure.  He  will  then  have 
but  to  set  it  in  motion,  or  to  make  it  up,  or  to  sow  and 
distribute  it. 

To  the  people  themselves  it  is  left  to  decide  what 
quantity  of  coin  they  choose  to  have  in  proportion  to 
the  uncoined  gold  of  which  they  are  possessed.  The 
proportion  of  coin  which  they  choose  to  part  with  for 
the  purpose  of  procuring  paper  money  (subject  to  the- 
prohibition  of  bank-notes  for  a  less  amount  .than  £5) 
they  also  decide  for  themselves.  The  interference  of 
the  legislature,  in  both  the  metallic  and  paper  portions 
of  the  money,  is  to  secure  for  the  people  a  coined  money 
of  a  definite  weight  and  fineness,  and  a  paper  money 
concerning  which  no  doubt  can  exist  as  to  its  being 
ever  convertible  into  coin  at  the  will  of  the  holder. 
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of  labour,  interchange,  the  adoption  of 
standards  of  measure,  and  particularly  of  money,  and, 
the  practice  of  borrowing  and  lending,  and  the 
free  use  of  the  facilities  founded  upon  credit  for  trans- 
ferring capital  from  one  set  of  hands  and  from  one  kind 
rf  employment  to  others,  have  all  been  shown  to  be  so 
many  contrivances  for  making  capital  and  labour  more 
productive.  Experience  in  conducting  industrial  ope- 
rations, with  the  aid  of  all  these  resources,  has  brought 
to  light  serious  dangers,  which  require  to  be  specially 
guarded  against.  A  farmer  or  a  manufacturer  might 
be  deprived  of  a  portion  of  his  stock  or  of  his  premises 
by  fire,  and  be  thereby  exposed  to  considerable  loss  of 
property,  besides  the  inconvenience  from  the  temporary 
suspension  of  his  business  ;  or,  if  a  portion  of  his 
capital  were  borrowed,  he  might  be  irretrievably  ruined. 
A  merchant  or  shipowner  trading  with  his  own  capital 
would  be  similarly  inconvenienced  by  losses  at  sea ; 
trading  on  borrowed  capital,  such  calamities  might 
cause  his  name  to  be  inserted  in  the  list  of  bankrupts. 
It  might  happen  to  anybody,  especially  in  early  life,  or 
in  the  early  stages  of  large  industrial  operations,  with 
a  capital  most  judiciously  planted  for  bringing  in  large 
profits,  but  where  the  continuance  of  his  superintend- 
ence was  an  indispensable  element  of  success,  that  his 
deatli  would  leave  behind  him  a  fair.ily  totally  incom- 
petent to  realize  even  a  bare  subsistence  out  of  n 
property  so  circumstanced.  But  if  a  portion  of  his 
capital  was  on  loan  to  him  from  others,  not  a  bare  sub- 
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sistence  but  absolute  destitution  might  be  tho  lot 
his  family,  with  a  stain  upon  his  industrial  character. 

It  must  be  self-evident  that,  if  no  means  had  ever 
been  devised  for  guarding  against  the  kind  of  calamity 
here  indicated,  prudent  men  would  have  found  them- 
selves driven  to  keep  aloof  from  many  industrial  enter- 
prises which  have  proved  most  profitable  to  those  wl 
have  embarked  in  them,  and  most  beneficial  to  th< 
community.  The  means  by  which  individual  security 
has  been  provided,  while  free  play  has  been  afford* 
to  industrial  enterprise,  are  well  deserving  of  spec 
notice.  We  will  pass  in  review  each  of  the  casualties 
through  which  industrial  operations,  in  other  respects 
safe  and  lucrative,  are  liable  to  be  interrupted— fire, 
shipwreck,  and  death. 

Loss  by  fire,  industrially  considered,  presents  itself  1 
us  somewhat  in  this  fashion.  Experience  has  shown, 
we  will  say,  that  out  of  a  thousand  manufacturing 
buildings  one  has  been  destroyed  by  fire  during  eacl 
year,  and  the  recurrence  of  a  similar  disaster  amoi 
the  same  number  of  buildings  might  be  anticipated 
the  future,  to  the  dread  of  all  interested  in  them  who 
were  not  deaf  to  the  calls  of  prudence,  and  to  the 
serious  loss  or  perhaps  ruin  of  a  few.  If,  before  it 
could  be  known  upon  whom  the  next  loss  was  to  fall, 
all  could  be  brought  to  agree  that  each  should  con- 
tribute yearly  the  thousandth  part  of  the  value  of  his 
plant  or  building,  or  2s.  per  £100  to  a  common  fund, 
with  which  the  yearly  sufierers  from  fire  were  to  be 
compensated  for  the  value  destroyed,  all  would  be  re- 
lieved at  that  cost  from  anxiety,  and  the  proprietors  of 
the  plant  consumed  would  be  saved  from  any  loss  be- 
yond that  arising  from  the  temporary  si;spension  of 
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their  business,  and  the  permanent  withdrawal  of  some 
of  their  connections.  Some  such  calculation  as  this  is 
the  basis  of  all  arrangements  for  relieving  the  actual 
sufferers  from  a  portion  of  their  loss  by  fire.  The 
parties  who  undertake  to  provide  the  relief,  in  con- 
sideration of  the  payments  made  to  them  for  the 
purpose,  generally  form  themselves  into  companies  or 
associations,  bringing  together  considerable  capitals  to 
inspire  with  confidence  those  who  are  likely  to  be  on 
the  look-out  for  security  against  loss  from  fire.  The 
kind  of  security  thus  sought  and  provided  is  known  by 
the  name  "  insurance,"  and  the  offices  or  companies 
which  are  formed  to  provide  it  are  called  "  insurance 
offices  "  or  "  companies."  The  money  or  consideration 
which  is  paid  to  them  by  those  who  purchase  security 
is  called  "  premium ;"  and  the  contract  on  the  part  of 
the  insurance  company  to  make  good  the  loss  is 
called  a  "policy  of  insurance." 

Loss  by  shipwreck  and  other  casualties  at  sea  is 
guarded  against  in  a  similar  manner.  Liability  to  loss 
from  these  causes  varies  greatly  according  to  season, 
the  character  of  the  ship,  the  nature  of  the  cargo,  of 
the  seas  to  be  navigated,  and  of  the  coasts  and  harbours 
to  be  frequented.  Accordingly,  the  premium,  or  rate 
per  cent,  of  consideration,  varies  with  the  view  taken 
of  the  risk,  from  $  per  cent,  to  upwards  of  10  per  cent. 
"Where  a  merchant  or  shipowner,  or  a  numerous  asso- 
ciation, awns  a  large  number  of  ships,  or  property  on 
board  of  a  large  number,  insurance  becomes  unneces- 
sary, or  rather  it  is  easy  to  set  aside  the  equivalent  of 
the  premium  that  would  have  to  be  paid  to  the  in- 
surance offices,  and  thus  create  a  fund  out  of  which 
* 
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to  reinstate  the  property  lost  from  time  to  time  by 
casualty  at  sea. 

Life  policies  are  granted  on  the  same  principle.  A 
hundred  capable  men  may  be  engaged  in  industrial 
concerns,  the  profit  derivable  from  which  depends 
greatly  upon  their  presence  and  superintendence. 
Past  statistics  might  show  that,  out  of  one  hundred 
persons  thus  circumstanced  as  to  age  and  position,  a 
certain  number  would  die  every  year,  and  no  one  sur- 
vive beyond  fifty  years.  The  agreement  of  all  to  pay 
2  per  cent,  per  annum  upon  a  given  sum — the  assumed 
pecuniary  value  of  their  continued  service — would  en- 
able all  the  industrial  operations  to  proceed  securely  ; 
the  one  to  which  it  successively  fell  to  sustain  the  loss 
of  its  profit-earning  manager  receiving  compensation  in 
the  amount  on  which  premium  of  insurance  had  been 
paid.  Loss  by  death  is  more  uniform,  and  therefore 
more  readily  computable  beforehand  than  loss  by 
fire,  or  by  disaster  at  sea.  It  presents  only  one  con- 
tingency to  be  provided  against — death ;  whereas,  in 
the  other  two  branches  of  insurance  business,  partial 
damage  and  the  expenses  of  saving  property  have  to 
be  paid  for,  as  well  as  a  total  loss.  Mutual  insurance, 
accordingly,  is  as  common  in  life  insurance  as  it  is 
rare  in  fire  and  sea  insurance.  The  ordinary  mode  of 
conducting  a  mutual  insurance  is  to  charge  a  premium, 
in  the  first  instance,  rather  more  than  commensurate 
with  the  computed  risk,  the  excess  of  premium  being 
distributed  from  time  to  time  among  the  survivors  of 
those  who  had  effected  insurances  or  procured  policies. 
To  guard  against  any  untoward  or  exceptional  occur- 
rence at  the  outset  of  the  mutual  insurance,  a  guaran- 
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tee  fimd  is  subscribed  by  its  promoters,  the  withdrawal 
of  which  is  perfectly  safe  after  a  sufficient  number  of 
insurers  has  been  entered,  and  sufficient  time  has 
elapsed  to  confirm  the  correctness  of  the  calculations 
on  which  the  rates  of  premium  were  formed. 

When  insurance  is  not  mutual,  as  with  many  life 
offices,  and  with  almost  all  fire  and  sea  offices,  there  is 
a  subscribed  capital,  sometimes  under  the  denomina- 
tion of  shares,  sometimes  under  the  denomination  of 
stock.  The  insured  at  these  offices  are  relieved  from 
responsibility,  the  whole  of  which  is  assumed  by  the 
proprietors  of  the  capital.  The  inducement  of  the 
insurance  companies  to  offer  security  and  convenience 
to  those  who  could  ill  afford  to  meet  the  loss  against 
which  they  seek  protection  is  the  anticipated  excess 
of  the  premiums  to  be  received  above  the  claims  to  be 
paid.  The  aim  of  the  managers  of  the  offices  will  be 
to  make  this  excess — which,  after  deducting  the  office 
expenses,  is  in  reality  their  profit — as  large  as  possible. 
Their  power  of  charging  rates  of  premium  much  more 
than  adequate  to  counterbalance  the  aggregate  of 
claims  to  which  they  are  exposed  is  limited  :  first,  by 
the  resistance  of  those  applying  for  protection,  who 
might  be  led  to  go  uninsured,  or  to  combine  to  form 
other  insurance  offices;  and,  secondly,  by  the  active 
interference  of  some  of  those  who  are  ever  on  the  look- 
out to  seize  any  opportunity  of  earning  a  profit  by 
providing  for  wants'  which,  they  have  reason  to  think, 
are  not  adequately  supplied. 

In  the  insurance  business  we  see  another  application 
of  the  principle  which  is  the  basis  of  the  banking 
business.  To  be  provided  with  the  means  of  fulfilling 
every  engagement  entered  into  is  one  of  the  plainest 
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conditions  of  industrial  success,  and  the  disregard  of 
this  obligation  must  be  reckoned  among  the  most  in- 
excusable breaches  of  industrial  morality.  But,  as  in 
the  banking  business,  so  in  the  insurance  business, 
where  it  would  be  imprudent  and  unjustifiable  to  run 
a  single  risk,  it  may  be  both  prudent  and  profitable  to 
run  thousands  of  similar  risks.  All  that  is  requisite 
is  to  ascertain  the  compensation  for  each  risk  under- 
taken, which,  when  multiplied  by  the  number  of  those 
risks,  will  counterbalance  the  losses  likely  to  be  in- 
curred. A  large  capital  subscribed  by  those  who 
undertake  the  risks  provides  against  any  temporary 
or  unlooked-for  concurrence  of  disasters,  inspires  con- 
fidence in  those  who  are  applicants  for  protection,  and 
makes  them  willing  to  pay  some  little  excess  of  pre- 
mium in  return  for  the  certainty,  promptitude,  and 
good  faith  with  which  they  feel  their  claims  will  be 
met,  should  there  be  occasion  to  present  any. 

One  slight  caution  to  those  who  have  the  intention 
of  embarking  in  insurance  business  may,  we  think,  be 
hazarded  here  without  exposing  us  to  censure  for 
entering  into  details,  where  we  ought  only  to  be  deal- 
ing with  principles.  A  want  of  circumspection  might 
lead  insurers  to  fancy  that  they  had  taken  upon 
themselves  a  large  number  of  small  risks,  when  in 
reality  they  had  exposed  themselves  to  one  huge  risk 
in  disguise.  The  great  fires  at  New  York  and  Ham- 
burgh furnish  examples  of  the  consequences  of  this 
kind  of  mistake.  Most  of  the  fire  offices  in  those 
great  cities  were  ruined  by  the  calamity  with  which 
their  cities  were  visited;  and  their  ruin,  of  course, 
greatly  aggravated  and  embittered  the  general  suffer- 
ing. Had  the  risks  of  the  one  been  spread  over  the 
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United  States,  and  those  of  the  other  over  the  whole 
of  Germany,  they  would  have  suffered  the  loss  of  their 
reserved  fund,  and  perhaps  of  part  of  their  capital, 
but  no  loss  of  character.  The  London  fire  offices 
were  great  sufferers  by  both  these  calamities,  but  they 
paid  their  losses  with  the  alacrity  which  ever  distin- 
guishes insurers  equal  to  their  work,  and  did  not  suc- 
cumb, broken  down  by  losses  which  they  ought  never 
to  have  incurred. 

A  life  office  which  should  confine  itself  to  insuring 
the  lives  of  people  living  in  one  town  might  be  over- 
whelmed in  a  similar  manner.  A  fatal  epidemic  would 
severely  test  an  insurance  office  so  circumstanced, 
with  a  large  capital,  but  still  more  an  office  established 
on  the  principle  of  mutual  insurance. 

The  benefits  of  insurance  extend  to  many  purposes 
besides  the  purely  industrial.  Life  and  fire  insurance 
are  widely  available  in  aid  of  performing  the  private 
and  domestic  duties.  The  insurance  of  furniture  is  a 
security  against  the  sudden  privation  of  that  which 
has  been,  as  it  were,  provided  for  a  life,  and  for  re- 
placing which  there  might  be  otherwise  no  resources 
at  hand  ;  and  the  insurance  of  life  is  a  security 
against  an  event  which  brings  to  a  premature  end  the 
means  of  support  to  a  family,  the  continuance  of 
which  but  for  that  event  might  be  prudently  relied 
upon.  A  benefit  society  is  a  society  for  insuring  indi- 
viduals against  the  loss  of  wages  during  sickness,  and 
for  insuring  surviving  relatives  against  the  suffering 
consequent  upon  the  death  of  those  to  whom  they  look 
for  support.  All  contrivances  partaking  of  the  nature 
of  insurance,  as  precautions  against  exposure  to  want 
and  suffering,  come  next  to  economy  for  eflieu 
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providing  for  the  future.  They  are  most  potent 
auxiliaries  to,  but  not  substitutes  for  economy. 

It  is  needless  to  repeat  here  what  has  already  been 
urged  when  treating  of  economy  as  one  of  the  condi- 
tions of  industrial  success.  The  importance  of  eco- 
nomical habits  would,  of  course,  be  but  half  appre- 
ciated if  their  influence  upon  domestic  well-being  were 
overlooked.  Insurance  without  economy  would,  in 
fact,  be  impossible,  since  the  amount  of  the  premium 
would  not  be  forthcoming.  But  life  insurance  is  a 
provision  only  against  one  of  the  many  contingencies 
likely  to  wreck  domestic  well-being;  it  is  a. partial 
security  against  the  consequences  of  early  death.  As 
regards  death  at  a  period  beyond  the  average  duration 
of  life,  as  calculated  by  the  actuaries  of  the  offices,  the 
accumulated  premiums,  with  the  interest  thereon,  would 
amount  to  more  than  the  sum  claimable  from  the 
office  at  death.  Economy  therefore,  in  that  case, 
really  makes  the  provision,  assuming  it  to  be  needed, 
for  those  who  survive  the  old. 

The  connection  between  economy  and  insurance 
will  be  better  understood,  if  we  consider  what  would 
be  the  state  of  things  supposing  that  no  deaths  ever 
occurred  between  the  ages  of  twenty  and  fifty.  Life 
insurance  would  then  be  uncalled  for,  while  economy 
would  be  as  indispensable  as  ever.  All  intelligent  and 
conscientious  people  agree  that  parents  ought  to  have 
secured  for  themselves  beforehand  a  reasonable  ex- 
pectation of  being  able  to  perform  their  duties  towards 
their  children.  This  expectation  must  rest  partly,  at 
all  events,  upon  wealth  actually  in  possession,  and 
partly  upon  wealth  obtainable  by  future  labour. 
Where  the  wealth  actually  in  possession  is  sufficient 
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to  meet  all  reasonable  claims  on  wealth,  life-insurance 
is  not  called  for.  But  whero  the  wealth  already  in 

sion  is  short  of  what  is  needed  to  satisfy  the 
claims  of  infancy,  then  life  insurance  suggests  itself  as 
a  useful  collateral  security  to  afford  time  to  economical 
efforts,  necessarily  slow  in  their  operation,  to  perform 

;-k  required  from  them,  and  which  cannot  be 
neglected  without  danger  to  domestic,  and  hence  to 
industrial  well-being. 


LESSON  XX. 

PEICE. 

To  "value  measured  in  money"  a  special  name — 
"price" — has  been  appropriated.  In  this  country, 
by  the  price  of  a  commodity  is  meant  its  value 
ured  in  gold. 

AVhen  the  price  of  any  commodity  varies,  the  cause 
of  the  variation  is  so  nearly  certain  to  be  found  in 
something 'which  has  deranged  the  supply  or  demand 
of  the  commodity,  that  all  reference  to  a  disturbance 
in  the  supply  or  demand  of  gold  may  generally  be  dis- 
pensed with.  There  are,  however,  two  contingencies 
by  which  the  demand  for  gold  may  be  greatly  affected  i 
and  it  is  when  there  is  a  general  disturbance  of  prices 
— not  a  disturbance  in  the  prices  of  particular  com- 
modities— that  one  of  these  contingencies  may  be  sus- 
•  to  have  occurred. 

The  first  is  a  greatly  increased  use  of  credit,  which, 
by  diminishing  the  demand  for  money,  must  lower  its 
value,  or,  in  other  words,  raise  prices.  If  the  extended 
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use  of  credit  were  confined  to  this  country,  the  rise 
of  prices  here  would  cause  more  commodities  to  be 
imported,  and  fewer  commodities  to  be  exported,  so 
that  a  balance  of  money  would  have  to  be  remitted 
abroad ;  these  three  co-operating  circumstances  would 
place  a  limit  to  the  rise  of  prices.  But  it  has  some- 
times happened  that  an  extended  use  of  credit  ha3 
prevailed  simultaneously  in  several  countries,  and  then 
there  must  be  a  general  rise  of  prices,  owing  to  the 
increased  supply  of  that  which  performs  the  functions 
of  money. 

A  sudden  and  rapid  substitution  of  credit  for  money, 
whether  limited  to  one  country  or  spread  over  many, 
ought  to  awaken  the  fears  of  all  prudent  people.  The 
extension  of  credit  may  be  based  on  ill-placed,  as  well 
as  on  well-placed  confidence.  If  based  on  the  latter, 
it  will  be  of  slow  growth ;  if  based  on  tho  former,  a 
few  mercantile  failures,  exposing  the  rottenness  of 
concerns  previously  considered  above  suspicion,  will 
excite  distrust,  and  perhaps  lead  to  a  general  panic. 
But  while  the  extended  credit  lasts,  whether  founded 
upon  a  secure  or  an  insecure  basis,  the  consequence 
must  be  a  general  rise  of  prices. 

The  second  contingency  is  a  greatly  diminished  use 
of  credit,  which,  by  increasing  the  demand  for  money, 
must  raise  its  value,  or,  in  other  words,  lower  prices. 
If  such  an  extensive  disuse  of  credit  were  confined  to 
this  country,  the  fall  of  prices  here,  by  causing  more 
commodities  to  be  exported  and  fewer  to  be  imported, 
would  cause  money  to  flow  in,  to  supply  in  part  the 
place  of  the  extinguished  credit,  and  thus  aid  in  re- 
storing ail  equilibrium  of  prices.  If,  however,  the 
annihilation  of  credit  were  widely  spread  throughout 
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the  mercantile  world,  an  universally  increased  demand 
for  money,  i.  e.  an  increase  in  its  value,  or  a  general  fall 
of  prices,  would  be  inevitable. 

Leaving  aside  the  disturbances  of  prices  which 
originate  in  an  ignorant  and  dishonest  use  of  credit — 
a  source  not  much  longer,  it  may  be  hoped,  to  continue 
in  vigour  before  the  counteracting  influence  of  expand- 
ing intelligence  and  morality — we  shall  have  little 
occasion  to  look  for  the  causes  of  fluctuations  of  prices 
in  fluctuations  of  the  supply  of  the  precious  metals.  The 
recorded  experience  of  the  past,  and  a  rigid  examination 
and  comparison  of  all  the  various  kinds  of  wealth 
already  produced  and  in  course  of  production,  must 
convince  everybody  that  all  marked  fluctuations  of 
prices  within  limited  periods  are  satisfactorily  ac- 
counted for  by  the  fluctuations  in  the  supply  and 
demand  of  the  commodities  of  which  the  prices  are 
disturbed. 

The  commodities  the  supply  of  which  is  most  ex- 
posed to  fluctuations  are  vegetable  products.  They  are 
perishable,  and  liable  to  be  greatly  affected  by  vicissi- 
tudes of  the  weather.  They  are  also  among  the  least 
to  be  dispensed  with  to  satisfy  the  more  urgent  wants 
of  our  nature.  An  examination  of  the  effect  of  three 
different  characters  of  harvest,  and  of  the  anticipations 
of  them,  will  enable  us  to  judge  how  far  it  is  desirable 
to  leave  prices  to  fluctuate  freely,  or  in  what  way  they 
may  be  advantageously  controlled.  For  it  would  be 
no  sign  of  wisdom  to  neglect  any  means  for  securing, 
as  far  as  possible,  a  continuous  and  abundant  supply 
of  the  chief  necessaries  of  life. 

A 11  average  harvest  in  this  country,  accompanied  by 
fcii  average  harvest  in  other  countries,  if  occurring  at  a 
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time  of  average  prices,  would  lead  to  no  disturl 
of  those  prices.     If  following  an  abundant  harvest  anc 
a  range  of  very  low  prices,  prices  would  rise,  owing 
the  diminished  supply ;  and  vice  versa,  if  following 
bad  harvest  and  a  range  of  very  high  prices.     Thei 
would  be  nothing  to  alter  the  proportioas  between  tl 
quantity  of  corn  grown  at  home  and  the  quantity 
imported  from  other  countries. 

A  bad  harvest  in  this  country,  accompanied  by  ai 
equally  bad  harvest  in  other  countries,  would  raise  tht 
prices  of  all  descriptions  of  food.  Any  alteration  L 
the  proportion  between  the  quantities  grown,  at  hom( 
and  the  quantities  imported  would  depend  upon  th( 
comparative  willingness  in  the  inhabitants  of  different 
countries  to  stint  themselves  in  food  for  the  sake 
the  enormous  price  obtainable  for  what  they  might 
forego.  But  if  the  bad  harvest  here  were  accompanie( 
by  good  harvests  elsewhere,  the  rise  of  price  hei 
would  attract  largely  increased  importations  froi 
abroad,  leading,  according  to  circumstances,  to  an  i] 
creased  export  of  other  commodities,  or  of  some  portioi 
of  our  ordinary  stock  of  the  precious  metals,  coined  an( 
uncoined.  In  our  country,  the  rise  in  the  prices 
provisions  would  bo  checked  by  the  increased  imp( 
tation  of  food  and  the  increased  export  of  the  precious 
metals ;  and  abroad,  the  low  prices  of  provisions  would 
be  raised  by  the  increased  export  of  corn  and  the  in- 
creased import  of  the  precious  metals.  On  one  side, 
there  would  be  relief  from  want  of  food;  on  the  other, 
more  means  of  indulging  in  the  comforts  and  refine- 
ments of  life,  or  of  improving  and  extending  pro- 
ductive power. 

Enough  will  be  said  of  a  good  harvest,  if  we  state 
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that  it  would  be  followed  by  effects  the  opposite  of  the 
above. 

There  is  another  characteristic  in  the  fluctuations 
of  supply  and  demand  which  must  not  remain  unno- 
ticed, if  we  would  arrive  at  a  thorough  appreciation  of 
the  influence  of  fluctuating  prices  in  distributing  the 
various  commodities  produced,  so  as  to  place  them 
eventually  where  they  are  most  wanted  for  consump- 
tion. Good  and  bad  harvests  seldom  break  suddenly 
upon  an  intelligent  people.  There  are  warning  signs. 
How  often  have  we  not  known  a  rise  of  50  per  cent, 
from  a  low  range  of  prices,  previous  to  the  commence- 
ment of  harvest,  because  the  anticipations  in  regard 
to  it  were  unfavourable.  Farmers  withhold  from 
market  a  portion  of  their  stock;  millers  and  bakers 
are  eager  to  add  to  theirs ;  and  speculators,  perhaps 
in  advance  of  them  all,  are  taking  advantage  of  the 
low  prices  to  make  their  purchases.  Thus  an  antici- 
pated deficiency  creates  an  immediate  increase  of 
demand  and  diminution  of  supply,  together  producing 
a  rise  of  price.  How  often,  also,  have  we  not  seen  a 
large  fall  from  a  high  range  of  prices,  on  account  of 
the  anticipated  approach  of  abundant  supplies;  millers 
and  bakers  holding  back  and  reducing  their  stocks  to 
the  lowest  point  compatible  with  the  continuance  of 
their  business;  and  speculators  and  farmers  looking 
out  not  to  be  caught  with  their  old  stocks  in  the  face 
of  an  enormous  crop  and  low  prices. 

A  period  of  scarcity  must  be  a  period  of  comparative 
privation.  A  short  supply  must  bring  with  it  dimi- 
nished consumption.  The  rise  of  price  brought  about 
by  scarcity,  or  the  anticipation  of  scarcity,  gives  the 
warning  and  imposes  the  necessity  of  diminished  con- 
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sumption.  At  the  same  time  it  gives  the  warning, 
and  holds  out  the  inducement  to  diminish  this  scarcity, 
by  importation  from  places  more  favourably  situated 
in  regard  to  supplies. 

A  period  of  abundance  is  one  of  comparative  enjoy- 
ment. A  fall  of  price  brought  about  by  abundance, 
or  the  anticipation  of  abundance,  gives  the  notice  and 
affords  the  opportunity  to  discontinue  that  restriction 
of  diet  which  is  unsuited  to  vigorous  health  and  full 
enjoyment,  at  the  same  time  that  it  invites  traders 
from  other  countries  to  bring  their  money  and  luxu- 
ries, and  exchange  them  for  food. 

"We  need  scarcely  repeat  that  no  security  for  any 
people  against  famine  and  want  can  be  found,  except 
in  their  own  industry,  skill,  knowledge,  and  economy, 
and  other  industrial  qualities.  But  it  is  most  instruc- 
tive to  watch  the  effect  of  the  operations  of  buyers 
and  sellers  in  presenting  commodities  for  consumption 
at  the  times  and  at  the  places  where  they  are  most 
wanted.  The  comparative  urgency  of  the  want  felt 
by  consumers  is  signified  by  price.  Buyers  raise  as 
sellers  lower  prices.  A  buyer,  then,  who  buys  at  a 
low  price  and  sells  at  a  high  price,  withdraws  a  com- 
modity from  a  market  where  it  is  comparatively  little 
wanted,  and  supplies  it  to  a  market  where  it  is  com- 
paratively much  wanted.  But  a  buyer  who  buys  at  a 
high  price  and  sells  at  a  low  price,  withdraws  a  com- 
modity from  a  market  where  it  is  much  wanted,  and 
supplies  it  to  a  market  where  it  is  comparatively  little 
wanted.  To  buy  at  a  low  price  and  to  sell  at  a  higher, 
is  to  serve  the  community ;  whereas  to  buy  at  a  high 
and  to  sell  at  a  lower  price,  is  to  injure  the  community 
— it  is  to  put  consumers  needlessly  on  short  allowance. 
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Accordingly,  the  welfare  of  buyers  and  sellers  seems 
to  be  inseparable  from  that  of  the  community.  If  the 
balance  is  in  their  favour  the  community  is  served.  If 
the  balance  is  against  them,  the  community  is  put  to 
needless  privation.  In  other  words,  all  the  mercantile 
vigilance,  activity,  and  judgment  are  summoned  to 
guorcl  the  community  against  want,  and  provide  it 
with  indulgences,  as  a  means  of  earning  profit  for  the 
merchants  themselves. 

It  must  not  be  forgotten,  in  treating  of  the  opera- 
tions of  buyers  and  sellers,  that  their  anticipations 
will  not  always  be  realized.  An  impending  bad  har- 
vest may  prove  less  bad  than  was  expected,  and  a 
sudden  change  of  weather  may  transform  our  confidence 
in  approaching  abundance  into  disappointment  and 
privation.  But  buyers  and  sellers  must  be  correct  in 
their  calculations  on  an  average,  or  be'  losers  them- 
selves. To  earn  a  profit,  accordingly,  the  average 
result  of  their  efforts  must  be  to  benefit  the  commu- 
nity. But  a  low  estimate  could  be  formed  of  any 
nation,  whose  merchants  were  incapable  of  computing 
the  amount  of  profit  on  their  successful  transactions 
which  would  compensate  them  for  their  losses  on  un- 
successful transactions ;  whose  consumers  were  most 
bitter  against  the  merchants  who  supplied  them,  at 
the  very  time  when  their  active  interference  was  shown 
to  have  been  most  needed,  and  to  be  most  beneficial ; 
and  whose  Government  could  interpose  by  attempting 
to  snatch  from  the  merchants  that  profit  which  was 
to  compensate  them  for  their  vigilance  and  activity, 
and  for  their  previous  losses;  and  in  so  doing,  dis- 
courage the  efforts  of  all  who,  for  their  own  profit, 
were  intent  upon  supplying  the  community  with  com- 
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modities  at  the  times  when  and  in  the  places  where 
they  were  mo£t  wanted. 

As  buyers  and  sellers  obtain  their  profit  out  of  the 
excess  of  the  selling  above  the  buying  price,  so  growers 
and  manufacturers  obtain  theirs  out  of.  the  excess  of 
the  average  price  at  which  they  sell  above  the  cost  at 
which  they  produce ;  showing,  through  the  medium  of 
money,  the  same  result  at  which  we  had  arrived  without 
money — that,  to  thrive,  producers  must  bring  to  market 
the  commodities  most  in  demand,  and  produce  them  at 
the  smallest  cost. 

The  unceasing  efforts  of  all  engaged  in  industrial 
operations,  to  direct  them  so  as  to  secure  the  largest 
profit  to  themselves,  is  to  produce  what  is  most  wanted, 
and  also  to  supply  it  at  the  places  where  and  at  the 
times  when  it  is  most  wanted.  The  precious  metals 
circulate  from  place  to  place  and  from  country  to 
country,  in  common  with  all  other  commodities,  so  that 
their  average  value  tends  to  uniformity  all  over  the 
world,  plus  or  minus — according  as  commodities  are 
exported  or  imported — the  expense  of  transport.  In 
other  words,  the  tendency  of  average  prices  is  so  to 
settle  themselves,  that  their  difference  in  different 
places  will  be  limited  to  the  cost  at  which  the  several 
commodities  can  be  transported  from  one  place  to 
another. 

If  a  place  on  the  globe  could  be  found  which,  pro- 
ducing nothing  but  gold  and  silver,  imported  every 
other  commodity,  there  prices  would  rule  higher  than 
elsewhere.  In  other  countries,  the  average  prices  of 
imported  commodities  will  be  higher  than  the  average 
prices  of  the  same  commodities  in  the  countries  which 
export  them.  Everybody  knows  that  coals  are  dearer 
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in  London,  Trieste,  and  St.  Petersburg  than  they  are 
in  Wales  and  Northumberland ;  that  sugar  and  coffee 
are  cheaper  in  Brazil  and  India,  and  cotton  cheaper  in 
the  United  States,  than  they  are  in  Europe.  As  a 
matter  of  fact  this  is  undeniable ;  but  that  such  must 
be  the  case  is  demonstrable.  We  may,  for  the  purpose 
of  exposition,  fancy  so  curious  a  state  of  things  as  a 
country  not  producing  gold  and  silver,  but  with  its 
made  out  of  either  of  these  metals,  where  the 
prices  of  all  commodities,  those  which  it  had  habitually 
exported,  as  well  as  those  which  it  habitually  imported, 
weiv  higher  than  elsewhere.  What  would  ensue? 
Commodities  would  be  imported  and  sold  at  a  profit. 
But  as  no  commodities  could  be  purchased  for  export, 
on  account  of  the  high  prices,  gold  and  silver,  coined 
and  uncoined,  would  be  exported  to  pay  for  the  com- 
modities imported;  and  this  would  be  continued  till 
the  diminution  in  the  quantity  of  the  precious  metals, 
by  raising  their  value  or  lowering  prices,  would  allow 
the  export  trade  to  be  resumed. 

As  the  hands  on  the  face  of  a  clock  mark  the  suc- 
cessive minutes  and  hours  of  the  day,  so  the  prices  of 
commodities  mark  the  varying  wants  of  society.  To 
understand  the  cause  of  the  motions  of  the  hands  on 
the  face  of  the  clock,  the  mechanism  within  must  be 
examined  and  studied.  So  also  to  understand  the 
causes  and  effects  of  fluctuations  of  prices  on  the 
•nr&ce  of  society,  the  industrial  mechanism  which 
sets  prices  in  motion  must  be  examined  and  studied. 
Having  endeavoured  to  assist  in  this  examination,  we 
will  conclude  by  condensing  into  as  few  words  as 
possible  the  interpretation  of  the  indications  which, 
as  we  read  them,  are  presented  for  the  guidance  of 
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the  industrial  world,  by  the  daily  announcement  of 
market  prices.  Past  and  present  prices  are  read, 
studied,  and  transmitted  through  the  post,  and  along 
the  electric  wire.  Probable  future  prices  are  anti- 
cipated by  those  who  find  themselves  in  the  responsible 
post  of  directors  of  industrial  operations.  As  a  rule, 
they  occupy  this  post,  and  are  able  to  maintain  them- 
selves in  it,  on  account  of  their  aptitude,  of  their 
possession  of  the  requisite  industrial  qualifications. 
They  know  that  the  profit  for  which  they  are  striving 
is  to  be  found  in  the  excess  of  the  selling  price  above 
the  cost  of  production,  or  above  the  buying  price. 
They  are  ever  at  work,  then,  to  produce  the  com- 
modities which  are  most  likely  to  be  in  demand,  and 
to  produce  as  large  a  quantity  of  them  as  possible 
with  a  given  amount  of  capital,  to  draw  off  com- 
modities from  those  places  and  at  those  times  at 
which  they  are  in  little  demand,  and  to  proffer  them 
for  sale  at  those  times  and  at  those  places  in  which 
they  are  in  the  greatest  demand. 

Supposing  no  extraneous  force  to  be  interposed, 
and  prices  to  fluctuate  freely,  the  due  supply  of  all 
the  wants  of  society  would  appear  to  be  thrown  upon 
the  industry,  intelligence,  economy,  and  enterprise  of 
all  the  directors  of  industrial  operations,  aided  by  the 
like  qualities  of  all  the  labourers  who  work  under 
their  guidance.  The  growing  intelligence  of  the  world 
is  daily  strengthening  itself  in  the  conviction  that  our 
reliance  for  the  due  supply  of  all  our  wants  cannot  rest 
upon  a  firmer  basis,  and  that,  accordingly,  since  any 
extraneous  force  by  which  it  might  be  attempted  to 
control  the  fluctuations  of  prices  could  not  fail  to  be 
mischievous,  so  a  resort  to  it  would  be  injudicious. 
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The  growing  intelligence  of  the  world  is  also  strength, 
ening  itself  in  another  conviction — that  as  the  pro- 
hitherto  made  in  wealth  and  well-being  is  attri- 
butable to  our  increased  knowledge  and  improved  con- 
duct, so  all  efforts  to  accelerate  our  future  progress 
should  be  directed  to  the  extension  and  advancement 
of  knowledge,  and  the  cultivation  of  better  habits.  Our 
business  is  with  industrial  operations  and  the  condi- 
tions of  industrial  success ;  but  we  cannot  refrain  from 
again  adverting  here  to  what  must  force  itself  upon 
every  thoughtful  man,  that  our  rate  of  future  progress 
in  wealth  and  well-being  depends  greatly  upon  the 
extent  and  judgment  of  our  efforts  to  communicate 
industrial  instruction  and  to  afford  industrial  training 
to  the  rising  generation. 


LESSON  XXI. 

INTEREST  AND  ANNUITIES. 

Is  conducting  industrial  operations,  other  fluctuations 
occur  besides  those  of  prices.  "We  have  already 
touched  upon  the  practice  of  borrowing  and  lending, 
which  prevails  so  widely  in  the  industrial  world. 
Capital  may  be  the  property  of  minors,  of  the  inex- 
perienced, of  those  whose  time  and  labour  are  advan- 
tageously sold,  or  of  persons  who  have  pursuits  on 
which  they  choose  to  concentrate  their  whole  atten- 
tion; at  the  same  time  there  may  be  directors  of 
industrial  establishments  who  could  employ  most 
profitably  much  more  capital  Hum  what  they  1. 

own.      These  two  flashes  become  respectively 
it 
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lenders  and  borrowers;  the  latter  offer  payment  for 
the  use  of  capital,  and  the  former  are  induced  to  lend 
their  capital  by  what  is  offered  for  the  use  of  it.  This 
payment  for  the  use  of  capital  is  termed  "  interest."  It 
plays  a  conspicuous  part  in  industrial  operations,  in 
determining  at  what  time,  in  what  places,  and  by 
whom  capital  is  to  be  directed.  Fluctuations  in  the 
rate  of  interest,  their  causes  and  consequences,  are 
accordingly  well  deserving  of  attentive  consideration. 

In  entering  upon  this  subject  a  danger,  a  source  of 
error  and  confusion,  awaits  us,  which  we  have  already 
noticed,-  and  against  which  we  cannot  be  too  much  on 
our  guard.  Capital,  being  estimated  in  money,  is 
familiarly  spoken  of  as  money;  and  interest  paid  for 
the  use  of  capital  is  called  the  interest  of  money. 
"When  the  rate  of  interest  is  higher  than  usual,  money 
is  said  to  be  valuable,  although  the  prices  of  many 
commodities  may  happen  to  be  unusually  high ;  and 
when  the  rate  of  interest  is  lower  than  .usual,  money 
is  said  to  be  of  little  value,  although  the  prices  of 
many  commodities  may  at  the  same  time  be  unusually 
low.  "What  might  appropriately  be  called  the  loan- 
market,  goes  by  the  name  of  the  money-market,  and, 
to  make  confusion  worse  confounded,  money  is  said  to 
be  tight  as  well  as  dear,  and  easy  as  well  as  cheap, 
and  all  assumed  to  be  occasioned  by  the  greater  or 
less  abundance,  not  of  capital  seeking  borrowers,  but 
of  money. 

"We  may  start  in  our  investigation  with  any  prevail- 
ing rate  of  interest.  A  certain  number  of  lenders, 
with  a  certain  amount  of  capital  to  be  loaned,  are  met 
by  a  certain  number  of  borrowers,  eager  to  obtain  the 
use  of  a  certain  amount  of  capital,  and  between  them 
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they  establish  the  rate  of  interest  from  which  we  set 

It',  while  other  things  remained  the  same,  the  number 
of  lenders,  with  the  capital  which  they  had  to  offer  on 
loan,  were  to  increase,  the  rate  of  interest  would  fall. 
But  if  the  increase  were  not  in  the  number  of  lenders, 
but  in  the  number  of  borrowers,  the  desire  of  the  in- 
creased number  of  borrowers  to  obtain  the  use  of 
capital  would  cause  the  rate  of  interest  to  rise.     It  is 
difficult  to  fix  any  limit  below  which  the  rate  of  in- 
terest  might   not   fall,  because,  rather  than  receive 
nothing  for  capital  which  the  owner  had  no  oppor- 
tunity of  employing,  a  very  low  rate  of  interest  would 
opted.    Equally  difficult  is  it  to  fix  a  limit  above 
which  the  rate  of  interest  might  not  rise,  because, 
rather  than  not  obtain  a  loan  of  capital  to  enable  the 
borrower  to  fulfil  a  pressing  engagement,  he  would 
>  pay  almost  any  rate  of  interest,  in  order  to 
fl'  bankruptcy  and  disgrace.     This  latter  state 
of  things  could  never  be  of  long  continuance,  since 
iragements  necessitating  the  payment  of  an  ex- 
orbitant rate  of  interest  once  fulfilled,  fresh  engage- 
likely  to  lead  to  similar  consequences  would  be 
1.     Let  us,  then,  examine  what,  if  any,  are  the 
controlling  influences  likely  to  regulate  the  rate  01 
no  imprudent  engagements  yet  unper- 
i  compel  submission  to  any  rate  of  interest, 
however  exorbitant. 

The  object  of  borrowers  being  to  earn  a  profit  by 
the  use  of  the  capital  for  which  they  are  in  treaty,  it 
•  confidently  stated  that  they  will  not  contract 
te  of  interest  so  large  as  the  rate  of  profit 
hope  to  earn.     Only  where  the  bor: 
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is  mistaken  in  his  calculations  will  he  fail  to  pay  in- 
terest out  of  the  profit  which  the  use  of  the  capital 
enables  him  to  earn.  We  need,  therefore,  do  no  more 
than  repeat  that  the  rate  of  interest  will  be  less  than 
the  rate  of  profit — the  part  less  than  the  whole.  Our 
next  endeavour  must  be  to  ascertain  what  proportion 
the  part  (interest)  is  likely  to  bear  to  the  whole  (profit). 
It  has  already  been  shown  that  profit  subdivides 
itself  into  three  elements — remuneration  for  the  risk, 
remuneration  for  the  superintendence,  and  remune- 
ration for  the  use  of  capital.  The  remuneration  for 
the  first  will  vary  with  the  character  of  the  business 
in  which  the  capital  is  employed.  The  remuneration 
for  the  second  will  be  in  keeping  with  the  wages 
earned  by  persons  of  similar  attainments.  What  is 
left  will  be  the  remuneration  for  the  third,  or  interest. 
If  the  first  item  were  small  or  large,  compared  with 
the  risk,  capital  would  be  transported  from  one  in- 
dustrial employment  to  another,  till  the  amount  of 
risk,  and  the  compensation  for  it,  were  considered  to 
balance  one  another.  If  the  second  item  were  small, 
compared  with  what  the  superintendents  might  hope 
to  earn  as  labourers,  some  of  their  number  would  be 
tempted  to  abandon  their  post  of  employers,  and  sell 
their  labour.  Those  among  them  who  had  been  bor- 
rowers would  cease  to  borrow,  and  those  who  had  been 
employing  their  own  capital  would  turn  lenders.  As 
a  consequence,  the  rate  of  interest  would  fall.  But  if 
the  second  item  were  large,  compared  with  what 
labourers  equal  to  the  trust  were  earning  as  wages, 
some  of  those  labourers  would  be  induced  to  turn  em- 
ployers and  become  borrowers  of  capital,  or,  at  all 
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events,  c«ase  to  lend  their  own.     As  a  consequence, 
tlie  rate  of  interest  would  rise. 

In  harmony  with  these  considerations  ever  influ- 
encing the  judgment  and  conduct  of  capitalists,  a 
tendency  is  set  up  to  cause  the  rate  of  interest,  amid 
all  its  fluctuations,  to  maintain  a  certain  proportion  to 
the  rate  of  profit.  If  the  rate  of  interest  were  to 
attain  a  higher  proportion  than  this,  the  increase  of 
loaders  would  gradually  reduce  it ;  or,  if  the  rate  of 
interest  were  to  fall  below  this  standard,  the  increase 
of  borrowers  would  gradually  raise  it  again. 

While,  therefore,  the  market  rate  of  interest  is  de- 
termined by  the  relative  proportion  of  borrowers  to 
lenders,  modified,  of  course,  by  the  degree  of  credit 
attached  to  the  several  borrowers,  the  prevailing  or 
average  rate  of  interest  in  different  countries  will  de- 
pend upon  the  rate  of  profit  earnable  in  those  countries. 
It  is  a  notorious  fact  that,  in  England  and  the  prin- 
cipal countries  of  Europe,  the  rate  of  profit  is  low, 
compared  with  what  obtains  on  the  American  con- 
t  i  nent  and  in  Australia.  The  cause  of  the  difference  in 
the  rates  of  profit  which  prevail  in  these  countries  is 
intelligible  enough.  Where  the  rate  of  profit  is  high, 
an  indefinite  extent  of  unappropriated  soil  of  great 
fertility  holds  out  the  promise  of  undiminished  returns 
to  capital,  as  fast  as  it  can  be  accumulated  and  applied. 
AVhere  the  rate  of  profit  is  comparatively  low,  the 
possibility  of  employing  additional  capital  with  un- 
diminished returns  is  dependent  upon  new  and  im- 
proved industrial  arrangements — upon  the  augmented 
productive  powers  at  man's  command,  through  in- 
creased knowledge  and  general  advance  in  industrial 
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qualifications.  As  our  kinsmen  m  America  and  Aus- 
tralia participate  equally  with  ourselves  in  these 
blessings  of  an  ever-advancing  civilization,  and  have, 
besides,  a  ready  access  to  land  of  great  fertility  on 
which  to  apply  the  capital  which  they  can  save  and 
borrow,  the  disparity  between  the  rates  of  interest  that 
prevail  in  countries  so  differently  circumstanced  is 
perfectly  accounted  for. 

The  flow  of  capital  from  one  set  of  hands  to  another, 
and  from  one  country  to  another,  can  also  be  anticipated 
and  explained  without  much  difficulty.  Those  pos- 
sessors of  capital  who,  owing  to  previous  engagements, 
to  age,  infirmity,  or  other  industrial  incapacity,  are  ill 
prepared  for  its  profitable  employment  will  be  lenders ; 
and  those  who,  from  their  industrial  qualifications  can 
employ  capital  to  the  greatest  advantage  will  be 
borrowers,  because  they  can  inspire  lenders  with  more 
confidence,  and  tempt  them  by  the  offer  of  a  higher 
rate  of  interest  than  other  borrowers  can  with  inferior 
industrial  qualifications.  Under  similar  influences,  new 
countries  with  large  tracts  of  unappropriated  land  will 
attract  capital  from  countries  where  the  land  is  already 
appropriated.  The  tendency  of  the  higher  rate  of 
profit  and  interest  in  such  countries  as  America  and 
Australia,  in  co-operation  with  the  higher  wages 
those  countries,  consequent  upon  the  smallness  of  the 
population  as  compared  with  the  capital,  is  to  attract 
from  the  old  countries  numbers  of  industrious  labourers 
and  capitalists  with  their  capital,  to  better  their  own 
condition,  and  at  the  same  time  to  benefit  those  from 
whom  they  tear  themselves  away,  by  producing  in 
greater  abundance  the  very  commodities,  additional 
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supplies  of  which  are  difficult  to  be  procured  in  old 
settled  countries — all  kinds  oi'  raw  material. 

We  do  not  see  that  anything  has  been  left  unac- 
counted for  or  unexplained  in  our  exposition  of  the 
causes  of  fluctuations  in  the  market  rates  of  interest, 
and  of  the  causes  of  the  different  rates  of  interest  that 
prevail  in  different  countries.  The  student  who  is  not 
on  his  guard  may  be  occasionally  perplexed  by  finding 
what  he  would  properly  call  capital  represented  by 
another  word — money.  A  fall  in  the  rate  of  interest 
will  be  attributed,  not  to  increase  of  loanable  capital 
and  of  lenders  as  compared  with  the  number  of 
borrowers,  but  to  abundance  of  money.  When  the 
rate  of  interest  rises  from  an  opposite  cause,  money  is 
said  to  be  scarce  and  valuable.  This  confusion  of 
tongues  is  to  be  deplored  and  to  be  avoided,  and  also, 
as  quickly  as  possible,  to  be  corrected  ;  but  the  student } 
meanwhile,  who  understands  what  money  and  the  value 
of  money  are,  and  what  capital  and  the  interest  of 
capital  are,  will  incur  little  risk  of  being  imposed  upon 
by  those  who  can  write  long  treatises  using  those 
terms  sometimes  in  one  sense,  sometimes  in  another, 
unconscious  of  the  imposition  which  they  are  practis- 
ing upon  their  own  understandings. 

The  circumstances  that  determine  the  rate  of 
interest  being  understood,  annuities  present  no  dif- 
ficulty. Other  conditions  being  the  same,  when  the 
rate  of  interest  is  3  per  cent.,  a  perpetual  annuity 
of  £3  a  year  is  worth  £100.  Annuities,  accordingly, 
fluctuate  in  value  inversely  with  the  rate  of  intciv.<t . 
If,  while  the  rate  of  interest  in  London  is  3  per 
cent.,  it  should  be  6  per  cent,  in  New  York,  an  an- 
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nuity  would  be  worth  twice  as  much  in  London  as  an 
annuity  for  the  same  amount  would  be  worth  in  New 
York.  A  terminable  annuity  will,  of  course,  be  worth 
less  than  a  perpetual  annuity  for  the  same  amount. 
The  rules  for  computing  the  comparative  values  o1 
terminable  and  interminable  annuities  are  familiar  to 
those  who  deal  in  annuities,  and  are  easy  to  be  learnec 
by  all  who  will  bestow  a  little  application  for  the  pur- 
pose. The  principle  on  which  such  computations  are 
founded  will  be  sufficiently  indicated  by  an  example 
A  possesses  a  perpetual  annuity ;  B  possesses  a  ter- 
minable annuity.  These  annuities  will  be  of  equa 
value,  if  the  excess  of  B's  annuity  above  A's  will  enable 
him,  by  saving  this  excess  and  lending  it  out  at  interest 
to  accumulate  a  fund  at  the  expiration  of  his  annuity 
sufficient  to  purchase  a  perpetual  annuity  equal  to  A's 
But  little  need  be  said  to  account  for  the  difference 
in  the  value  of  landed  property  in  countries  where  the 
prevailing  rates  of  interest  are  very  different.  The 
valuation  of  an  estate  proceeds  upon  the  computation 
of  the  rent  that  is  obtainable  from  it.  Of  two  estates, 
similar  in  all  other  respects,  the  one  that  exhibits  a 
rental  of  £2000  will  be  worth  twice  as  much  as  the 
other  which  exhibits  a  rental  of  no  more  than  £1000. 
But  an  estate  with  a  rental  of  £1000  a  year,  in  a 
country  where  the  prevailing  rate  of  interest  was  4  per 
cent.,  would  be  worth  £25,000,  or,  in  the  language  com- 
monly use"d  by  those  who  buy,  sell,  and  value  estates, 
25  years'  purchase— which  means  25  times  the  annual 
rental.  "Whereas  a  similar  estate,  in  a  country  where 
the  prevailing  rate  of  interest  was  8  per  cent.,  would 
be  worth  no  more  than  £12,500,  or  12|  years'  pur- 
chase. In  countries  where  the  whole  of  the  land  has 
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been  long  appropriated,  and  where  the  inhabitants 
have  been  steadily  advancing  in  civilization,  the  rent 
of  land  steadily  increases,  the  prevailing  rate  of  inte- 
rest must  be  comparatively  low,  and  the  value  of 
annuities  and  of  landed  estates  comparatively  large. 
The  large  annual  income,  independent  of  what  consti- 
tutes the  remuneration  of  capitalists  and  labourers,  is 
readily  convertible  to  the  purposes  for  which  it  is  best 
suited,  by  purchase  and  sale.  The  earnings  and  savings 
of  a  long  life  of  well-directed  industry  will  purchase 
an  estate  or  an  annuity  for  the  consolation  and  ease 
of  declining  years.  The  seller  of  the  estate  or  an- 
nuity, a  trustee  for  infants,  for  whom  the  income  has 
provided  the  means  of  support  and  education,  dis- 
tributes the  capital  among  his  late  wards  to  enable 
them  to  apply  to  greater  advantage  the  talents  and 
character  that  the  income  had  helped  them  to  through 
education.  Municipalities,  parishes,  hospitals,  and 
schools  and  colleges,  besides,  are  frequently  beholden 
to  the  rents  of  which  they  have  become  possessed, 
through  donations,  bequests,  or  otherwise,  for  a  large 
portion  of  the  funds  which  enable  them  adequately  to 
fulfil  their  several  purposes. 


LESSON  XXII. 

INDUSTRIAL    PROGRESS. 

unv  contrivances  and  arrangements  which,  step 
by  step,  have  been  developed  by  man  as  a  means  of 
making  his  labour  more  productive  are  the  evidences 
of  what  is  commonly  called  industrial  progress.  To 
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keep  within  the  limits  of  the  present  century,  turn 
whatever  department  of  the  division  of  labour  we  wil? 
there  is  no  difficulty  in  tracing  in  every  one  the  vef 
means  by  which  this  increased  productiveness  of  laboi 
has  been  brought  about.     On  the  farms  we  see  the  ill 
proved  breeds  of  cattle  and  rotations  of  crops,  til 
better  drainage,  superior  implements,  and  more  ill 
telligent  application  of  manures.    In  the  mines  we  scl 
what  the  applications  of  steam-power  and   of  othcl 
mechanical  inventions  are  doing  to  bring  to  the  surfac] 
coals  and  ores  heretofore  inaccessible.     In  the  factor 
and  workshop,  the  raw  materials  from  the  fields  an  I 
the  mines   are  wrought  into  fabrics,   and  turned  t 
purposes  as  little  thought  of  fifty  years  ago  as  th| 
means  by  which  the  work  is  executed.     In  the  carrying 
department,  by  land  and  water,  we  see  the  products  o| 
industry,  whether  materials  to  be  brought  together  fo] 
the  purposes  of  manufacture,  or  the  finished  fabric  tcl 
minister  to  the  gratification  of  the  consumers,  trans- 
ported with  a  speed,  a  security,  and  a  cheapness  here- 
tofore  deemed  impossible,   and    all    by  means    tl 
principal  of  which  have  been  developed  within  the  last 
thirty  years. 

We  shall  do  well  ever  to  keep  in  view  that  our 
present  well-being  depends  chiefly  upon  the  largeness 
of  our  stock  of  wealth,  as  compared  with  the  numbers 
to  be  maintained  out  of  it ;  and  that,  for  the  continuance 
of  a  similar  state  of  well-being,  it  is  incumbent  upon 
us,  while  subsisting  upon  this  wealth,  to  replace  as  fast 
as  we  consume  it.  But  if  we  would  raise  ourselves  to 
a  higher  state  of  well-being,  if  we  would  be  surrounded 
with  ampler  means  of  enjo'ynient,  we  must  do  more 
than  replace,  we  must  produce  faster  than  we  consume. 
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In  other  words,  we  must  develope  superior  powers  of 
production,  and  the  development  of  superior  powers  of 
production  is  what  we  mean  by  industrial  progress. 

The  benefits  which  have  been  realized  for  mankind 
up  to  this  time  by  industrial  progress  will  be  im- 
pressed strongly  upon  our  understandings,  if  we  allow 
ourselves  to  imagine  for  a  moment  that  our  advances 
in  knowledge  and  improvements  in  habits  during  the 
last  fifty  years  were  to  be  suddenly  swept  away.  Is 
it  not  plain  that,  while  we  were  consuming  the  wealth 
accumulated  through  the  higher  industrial  attainments, 
our  own  no  longer,  we  should  be  incompetent  to  re- 
place what  we  consumed  ?  Through  much  privation 
and  suffering  our  numbers,  which  had  risen  up  to 
what  higher  productive  powers  had  been  equal  to 
maintain,  would  dwindle  down  to  what  inferior  pro- 
ductive powers  could  provide  subsistence  for.  Such  a 
calamity  as  the  destruction  of  a  moiety  of  our  wealth 
would  be  insignificant,  compared  with  that  of  the 
destruction  of  a  moiety  of  our  industrial  attainments. 
"With  our  powers  unimpaired,  and  with  the  increased 
energy  called  forth  by  the  emergency,  a  few  years 
would  suffice  to  obliterate  all  traces  of  the  loss  of 
wealth  which  had  been  inflicted  upon  us. 

It  would,  indeed,  be  little  short  of  madness  to  con- 
sent to  relinquish,  and  most  sluggish  recklessness  not 
to  struggle  hard  to  retain,  the  use  of  all  the  industrial 
capacity  that  we  have  inherited  and  acquired,  seeing 
the  inevitable  suffering  self-inflicted  that  we  should 
have  to  endure.  And  the  folly  would  be  nearly  as 
great  if  we  were  to  consent  to  forego  the  advantages 
of  increased  industrial  capacity  in  the  future  ;  since  it 
is  impossible  to  estimate  the  immensity  of  the  resources 
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for  well-being  from  which  we  should  exclude  ourselves. 
We  need  scarcely  revert  to  qualifications  which  we  have 
already  shown  to  be  indispensable  to  industrial  suc- 
cess ;  but  we  may  with  advantage  point  to  the  par- 
ticular form  and  application  of  them  specially  needful  [ 
to  enable  all  to  avoid  suffering  from  that  industrial 
progress  which,  day  by  day,  overspreads  the  earth  with 
increased  abundance  of  wealth. 

Sagacity,  vigilance,  and  economy  are  the  three  con- 
ditions on  which  the  benefits  of  industrial  progress  are 
proffered  to  us  without  allo}r.  These  qualifications 
are  singled  out  from  among  all  others,  because  there 
are  two  concomitants  of  industrial  progress  for  which 
we  must  always  be  prepared,  and  for  which,  without 
these  qualifications,  we  certainly  should  not  be  pre- 
pared. Capital  hitherto  valuable  and  productive  be- 
comes worthless  ;  and  particular  methods  of  applying 
labour  and  skill  are  no  longer  applicable,  and  are  con- 
sequently unsaleable.  The  evidence  of  this  is  uniform 
from  those  remote  periods  when  agricultural  imple- 
ments superseded  the  bow  and  arrow  and  spear  of  the 
huntsman,  to  our  own  times,  in  which  the  locomotive 
and  electric  telegraph  have  deprived  the  mounted 
courier  of  his  occupation. 

"Wherever,  through  want  of  vigilance,  an  inferior' 
industrial  process  finds  itself  in  conflict  with  some 
new  and  vastly  superior  process,  the  shock  is  first  felt 
by  the  capitalist,  as  all  that  part  of  his  capital  which 
may  be  supposed  to  be  adapted  exclusively  to  the  old  . 
process  will  be  rendered  altogether  useless.     Through 
the  capitalist  the  shock  is  transmitted  to  the  labourers 
in  his  employment,  who,  when  no  longer  in  receipt  of 
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wages  from  him,  may  be  unfitted  for  other  work  de- 
manding attainments  of  which  they  are  not  possessed. 

There  does  not  appear  to  be  any  room  to  question 
the  accuracy  of  this  representation.  It  only  remains 
to  be  considered  whether  the  suffering  thus  consequent 
upon  an  industrial  improvement  is  properly  attribut- 
able to  that  improvement,  or  to  the  want  of  thought- 
fulness  in  preparing  for  and  meeting  that  improve- 
ment. If  a  captain  overload  his  ship,  and  she  perish 
in  a  storm  against  which  a  properly-loaded  ship  might 
successfully  buffet,  we  attribute  the  loss  rather  to  the 
ignorance  or  carelessness  of  the  captain  than  to  the 
fury  of  the  elements.  If  a  man,  with  every  opportu- 
nity within  his  reach,  during  the  summer  will  neglect 
to  provide  himself  with  the  raiment  and  shelter  neces- 
sary to  protect  him  against  the  inclemency  of  the 
winter,  we  should  not  charge  the  frost  and  snow,  but 
his  own  improvidence,  with  the  suffering  that  he  would 
have  to  endure.  Again,  when  a  whole  nation  has  re- 
mained reckless  and  infatuated  to  such  a  degree  as  to 
rely  entirely  for  subsistence  upon  a  root  so  perish- 
able that  it  cannot  be  preserved  from  one  harvest  to 
another,  and  known  to  be  subject  to  occasional  failure, 
the  dreadful  famine  consequent  upon  one  of  these 
failures  ought  not  to  be  attributed  to  vegetable,  but 
to  human  infirmity. 

It  is  unnecessary  for  us  to  consider  any  questions 
except  in  an  industrial  point  of  view.  Our  business 
is  to  discover,  if  possible,  what  conduct  is  indispens- 
able to  industrial  success.  We  see  that  industrial 
progress  must  not  be  shut  out ;  and  we  also  see  that 
readiness  of  self-adaptation  is  one  of  the  qualifications 
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needful  to  protect  individuals  from  suffering  from 
those  improvements  which  place  constantly  increasing 
supplies  of  wealth,  at  the  disposal  of  the  community. 
To  explain  the  necessity  of  this  readiness  of  self- 
adaptation,  and  to  impart  it,  should  he  one  great  ob- 
ject in  industrial  teaching  and  training,  and  we  can 
suggest  nothing  to  snpply  the  want  of  it.  The  young 
and  those  in  the  vigour  of  life,  when  overtaken  by 
industrial  change,  need  but  to  turn  this  readiness  to 
account.  The  old  and  those  whose  industrial  powers 
are  on  the  decline,  if  their  conduct  in  youth  has  been 
guided  by  the  rules  of  prudence,  which  the  anticipa- 
tion of  the  requirements  of  ill  health  and  old  age 
ought  to  impress  upon  everybody,  will  be  quite  pre- 
pared to  abandon  industrial  employment  to  their  sons 
and  grandsons,  who  are  more  competent  to  engage 
in  it. 

An  industrial  improvement  necessarily  means  a  re- 
arrangement of  capital  and  labour.  Let  the  new 
arrangement  be  ever  so  conducive  to  future  increase, 
for  the  time  it  is  displacement.  A  displacement,  how- 
ever, is  not  a  diminution  of  capital,  consequently  it 
occasions  no  diminution  of  wages.  If  the  wages  of 
some  labourers  be  lowered,  on  account  of  their  inability 
to  adapt  themselves  to  the  new  industrial  require- 
ments, the  wages  of  others  who  can  so  adapt  them- 
selves will  be  increased.  But  the  increased  wealth 
resulting  from  the  improved  industrial  arrangement 
leads  to  increase  of  future  capital,  which  implies  in- 
creased wages  to  the  same  number  of  labourers,  or 
scope  for  a  larger  number  of  labourers  with  undi- 
minished  wages.  If  the  displacement  of  capital 
should  prove,  not  an  industrial  improvement,  but  an 
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industrial  failure,  no  increase  of  profit  compensates 
for  the  derangement  of  labour.  Such  failures  have 
ver  been  intermingled  with  our  success  in  efforts  for 
industrial  progress.  They  have  been  more  than 
counterbalanced  by  the  successful  efforts,  and  have 
been  quickly  obliterated  by  the  intelligence  and  enter- 

•ivpared  to  meet  contingencies  similar  to  those 
which  always  have  chequered  industrial  progress. 

AVe  have  yet  to  note  how  industrial  improvements 
mm  litest  themselves  in  regard  to  price.  They  are  set 
in  motion  by  capitalists.  An  industrial  improvement 
means  an  altered  arrangement  of  capital,  by  which  the 
same  quantity  of  capital  is  made  to  produce  a  larger 
profit  than  before — to  produce  some  new  commodity, 
more  in  demand,  or  a  larger  quantity  of  the  same 
commodity  than  had  been  produced  before.  The 
capital  readjusted  to  either  of  these  two  purpose^ 
whether  to  supply  the  urgent  demand  for  pens  by 

steel  to  occupy  the  place  of  quills,  or  to  supply 
a  larger  quantity  of  yarn  by  twisting  a  double  quan- 
tity of  cotton,  without  any  increase  of  capital,  is 
equally  attended  by  an  increased  rate  of  profit,  in  the 
first  instance,  to  the  originator  or  proprietor  of  the 
•improvement.  The  increase  of  profit  in  the  first  in- 

.  to  the  proprietor  of  the  improvement,  seems 
inevitable,  because  as  his  selling  price  is  determined 
by  supply  and  demand,  and  as  some  time  must  elapse 
before  the  improvement  can  introduce  much  increase 
of  supply,  the  selling  price  will  remain  the  same,  or 

•  but  gradually,  while  the  cost  of  production  is 
largely  reduced  at  once  by  the  inipi'uvenu-nt  ;  and  the 
excess  of  the  selling  price  above  the  cost  of  production 
is  profit. 
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This  increase  of  profit  to  the  originator  of  the  im- 
provement, or  his  substitute,  induces  him  to  borrow 
capital,  or  to  associate  himself  with  other  capitalists, 
in  order  to  produce  more  of  a  commodity  which  yields 
so  much  more  than  an  ordinary  profit.     It  also  leads 
other  capitalists  to  adopt  the  improvement  which  has 
been  introduced.    The  consequent  increased  supply  of 
the  commodity  in  question  lowers  its  price ;  and  this 
reduced  price,  which  is  compatible  with  remunerative 
profit  to  those  who  have  adopted  the  improvement, 
renders  the  profitable  continuance  of  the  manufacture 
by  the  old  method  impossible.     The  line  of  conduct 
pointed  out  to  capitalists  and  labourers  under  these 
circumstances  is  obvious.     Capitalists,  readjust  your 
capitals  as  the  opportunity  presents  itself,  and  as  the 
urgency  of  the  case  demands,  in  harmony  with  the 
new  powers  and  new  desires  created !     Labourers,  be 
in  a  state  of  readiness  to  adapt  your  capacities  to  the 
new  claims  made  upon  you,  or  to  shelter  your  incapa 
city  under  the  provision  accumulated  by  economy  on 
of  industry  for  that  season  of  incapacity  which,  in 
greater  or  less  degree,  is  inseparable  from  all  animal 
life! 

"While  each  step  in  industrial  progress,  each  suc- 
cessful effort  to  make  capital  more  productive,  has 
assisted  to  create  that  large  mass  of  capital  which  we 
see  around  us,  providing  employment  and  wages  for  a 
steadily  increasing  number  of  labourers — while  the 
prospect  of  a  future  increase  of  capital  from  the  same 
source  makes  past  progress  look  comparatively  insig- 
nificant, there  have  been  many  and  still  are  a  few 
apparently  insensible  to  the  consequences  of  a  dis- 
placement of  capital  for  the  better,  but  keenly  aliva 
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to  the  suffering  caused  by  inattention  to  the  call  for 
self-adaptation,  and  which  suilering  they  erroneously 
attribute  to  the  displacement.  By  such  persons,  one 
after  the  other,  the  plough,  the  printing-press,  tho 
power-loom,  the  steam-engine,  and  the  thrashing- 
machine  have  been  represented  as  superseding  human 
labour,  and  hence  as  defrauding  labourers  of  their 
wages.  Strange  misdirection  of  thought  and  mis- 
application of  language!  To  fancy  that  labour  is 
superseded  because,  instead  of  ignoring  all  available 
forces,  man  has  chosen  to  study  and  use  them;  to 
work  with  them  in  order  to  make  his  labour  more 
effective — in  order  to  produce  wealth  capable  of  main- 
taining thousands  in  abundance,  where  tens  could 
hardly  procure  a  precarious  subsistence. 

These  false  views  of  industrial  improvement,  how- 
ever much  they  may  have  misled  individuals  both  in 
thought  and  action,  have  never  been  really  and  prac- 
tically dominant.  Efforts  to  explore  science,  to  prac- 
tise art,  to  adopt  more  powerful  means,  to  combine, 
arrange,  economise,  and  organize  labour,  have  proved 
strong  enough  to  overcome  the  obstructions  and  parry 
the  objections  that  were  opposed  to  them.  While  the 
thirst  for  discovery,  the  charm  of  handling  a  new 
power,  and  the  desire  of  wealth  have  stimulated  the 
individual,  it  has  been  impossible  for  society  to  remain 
blind  and  insensible  to  the  improvements  and  comforts 
placed  at  its  disposal  by  each  step  in  industrial  pro- 
gress accomplished  by  the  individual.  The  patent 
law*,  in  fact,  originated  in  the  desire  of  encouraging 
to  the  utmost  the  spirit  of  discovery  and  invention. 
It  was  thought,  and  wisely,  that  if  it  were  permitted 
to  all  to  appropriate  unconditionally  the  improvements 
M 


178  EMTGEATIOIT. 

in  machinery,  or  ir_  any  industrial  process,  that  had  been 
brought  to  light  by  the  long  and  anxious  study  and  re- 
peated and  laborious  and  frequently  unsuccessful  expe- 
riments of  the  inventor,  he  would  be  left  unrewarded  for 
his  outlay  of  capital  and  labour.  The  patent  laws,  by- 
preventing  those  not  authorized  by  the  patentee  from 
increasing  the  supply  of  the  commodity  of  which  the  use 
of  his  patented  improvement  diminishes  the  cost  of  pro- 
duction, protract  in  his  behalf  the  time  during  which 
there  will  be  a  large  excess  of  the  selling  price  above 
the  cost  of  production,  i.  e.  a  large  profit.  In  the 
same  spirit,  then,  in  which  the  right  to  possess  what 
they  had  earned  was  conferred  upon  those  who  had 
laboured  and  saved,  has  the  legislature  conferred  upon 
those  who  have  invented,  a  right  to  that  wealth  which 
their  invention  can  be  made  to  produce ;  not  a  right 
for  ever,  but  for  a  limited  time — not  a  right  of  so  great 
duration  as  to  prevent  a  general  participation  in  the 
benefit  of  his  invention,  and  yet  a  right  sufficiently 
extended  to  enable  the  inventor  to  reap  a  reward 
commensurate  with  the  service  done  to  society,  and  to 
encourage  other  inventors  to  put  forth  their  inventive 
powers. 
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EMIGKATION. 

THEUE  is  one  development  of  industrial  progress, 
one  method  of  redistributing  capital  and  labour,  suffi- 
ciently remarkable  to  deserve  a  separate  notice.  "We 
refer  to  a  practice  which  has  long  prevailed,  both  with 
capitalists  and  labourers,  but  never  on  so  large  a  scale 
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jis  of  late  years,  of  transferring  themselves  from  one 
part  of  the  world  to  another;  from  places  win 
remuneration  to  capital  and  labour  is  thought  to  bo 
small,  to  others  where  it  is  expected  to  be  larger; 
from  countries  where  the  land  is  wholly  appropriate  il. 
to  others  whore  extensive  tracts  of  fertile  laud  are  yet 
awaiting  owners. 

In  countries  where  the  land  has  long  been  com- 
pletely appropriated,  the  further  increase  of  wealth  and 
of  population  is  entirely  dependent  upon  the  pro- 
gressive development  of  new  industrial  powers.  This 
development  is  ever  slow,  even  in  eras  most  remarkable, 
for  progress.  But  in  countries  where  the  land  is  only 
partially  appropriated,  scope  for  the  growth  of  wealth 
and  population  exists  quite  independently  of  new  in- 
dustrial powers.  The  inhabitant  of  a  densely-peopled 
country  who  goes  forth  to  possess  himself  of  fertile 
land  in  other  regions,  armed  with  all  the  industrial 
powers,  the  growth  of  ages  in  the  country  of  his  birth, 
has  a  prospect  of  advantage  before  him  sufficient  to 
urge  him  to  brave  the  dangers  and  privations  of  a  long 
voyage  for  himself  and  family,  and  to  compensate  for 
severing  the  ties  and  associations  connected  with  the 
friends  and  neighbours  whose  society  he  has  long 
enjoyed. 

The  people  who  are  influenced  to  move  from  0110 
country  to  another,  with  a  view  to  settle  themselves 
permanently  in  the  country  to  which  they  proceed,  are 
said  to  migrate — to  emigrate  from,  to  immigrate  into. 
Living  as  we  do  in  an  old  country,  from  whk-h  we 
have  long  been  in  the  habit  of  witnessing  the  departure' 
of  some  of  our  countrymen,  we  commonly  lu 
second  of  these  terms.  We  say  of  those  who  e.  \. 
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shores  that  they  "emigrate;"  we  call  them  "emi- 
grants," and  the  act  or  practice  in  which  they  engage 
we  call  "emigration." 

The  industrial  improvements  which  we  have  already 
considered  confer  a  direct  benefit  upon  the  country 
where  they  are  introduced ;  by  making  capital  more 
productive  they  afford  scope  for  the  creation  of  more 
capital.  Emigration  produces  no  such  direct  effects. 
"What  its  indirect  effects  are  we  will  examine  presently. 
Considered  as  a  transfer  of  capital  from  one  country 
to  another,  if  this  transfer  be  advantageous,  the  profit 
accrues  to  the  emigrant  and  to  the  country  of  his 
adoption,  not  to  the  country  of  which  he  takes  leave. 
The  departure  of  his  capital  makes  room  for  the  con- 
version of  fresh  savings  into  capital  with  an  undi- 
minished  rate  of  profit,  and  provided  nothing  has 
occurred  to  deteriorate  the  industrial  qualities  of  the 
people,  the  vacancy  created  by  him  is  sure  to  be  occu- 
pied by  a  successor.  So  far  the  benefit  of  the  emi- 
grant's enterprise,  if  well  considered,  is  to  himself  and 
to  the  industrial  world,  and  only  to  the  community 
from  which  he  secedes  as  a  portion  of  the  industrial 
world. 

If  we  consider  emigration,  not  as  a  transfer  of  ca- 
pital, but  as  a  transfer  of  labourers,  or  of  a  number  of 
labourers  not  greater  in  proportion  to  the  capital  re- 
moved with  them  than  the  proportion  which  the  whole 
labouring  population  bears  to  the  whole  capital,  our  esti- 
mate of  the  effect  of  emigration  will  not  be  materially 
altered.  The  emigrant  labourers  would  benefit  them- 
selves, they  would  benefit  the  country  of  their  adoption, 
and  they  would  benefit  the  industrial  world  at  large,  of 
which  the  country  of  their  birth  forma  a  portion ;  but 
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the  country  of  their  birth  would  reap  no  other  direct 
benefit  from  their  emigration.  In  fact,  if  the  emi- 
grants possessed  more  than  the  average  industrial 
qualifications  possessed  by  the  entire  labouring  popu- 
lation, their  departure  would  bo  a  direct  loss  rather 
than  a  direct  benefit  to  those  whom  they  quitted. 

It  may  be  remarked,  as  somewhat  at  variance  with 
such  P,  conclusion,  that  the  number  of  the  labourers 
bi-in^  reduced,  as  compared  with  the  quantity  of  capital 
in  the  country  whence  the  emigrants  have  departed, 
a  ben- 'fit  would  be  conferred  upon  the  whole  body  of 
labourers,  since  wages  would  rise.  This  apparent  con- 
tradiction must  be  explained,  or  we  must  modify  the 
conclusion  just  expressed  upon  the  effect  of  emigration. 
To  do  full  justice  to  the  difficulty  here  raised,  and  to 
form  an  opinion  on  which  the  judgment  can  repose 
with  confidence,  we  ought  to  have  a  clear  perception 
both  of  the  causes  which  accelerate,  and  of  those  which 
retard,  that  general  progress  of  society  of  which  indus- 
trial progress  forms  a  part. 

The  progressive  increase  in  the  numbers  of  any 
people  must  be  preceded  by  a  progressive  increase  of 
wealth.  Of  course,  we  do  not  overlook,  although  we 
[take  no  account  of,  those  efforts  at  increase  in  advance 
of  the  increase  of  wealth  which  are  ever  counteracted 
by  disease  and  early  death.  AVo  may  be  quite  sure 
that  increase  of  wealth  will  be  followed  up  closely  by 
increase  of  numbers,  except  so  far  as  the  improving 
habits  of  the  people  somewhat  retard  that  increase,  and 
thus  leave  room  for  a  corresponding  increase  of  material 
well-being.  Given,  however,  a  certain  condition  of 
habits,  the  nature  of  man  id  such  that  tho  increase 


182  EMIO  RATION. 

of  his  numbers  will  never  lag  far  behind  tlie  increase 
of  wealth. 

Next,  as  a  large  part  of  this  wealth  is  exceedingly 
perishable,  and  as  the  whole  is,  with  greater  or  less 
rapidity,  destined  for  consumption,  the  progressive  in- 
crease of  the  stock  ever  in  existence  must  depend  upon 
the  increase  of  the  power  of  producing  ;  consequently, 
the  increase  of  the  number  of  a  people  must  depend 
upon  the  increase  of  their  industrial  power.  Suppose 
some  unforeseen  catastrophe  or  concurrence  of  cata- 
strophes were  to  destroy  one-tenth  of  the  wealth  of  a 
country,  leaving  the  industrial  powers  unimpaired,  it 
cannot  be  doubted  that  the  stock  of  wealth,  as  it  existed 
previous  to  the  calamity,  would  soon  be  reinstated. 
In  like  manner,  if  some  fatal  epidemic  were  to  deci- 
mate our  numbers  without  detriment  to  our  industrial 
powers,  the  vacuum  occasioned  by  death  would  so  soon 
be  filled,  that  in  a  few  years  traces  of  the  dire  visitation 
would  exist  nowhere  but  in  the  registries  of  death 
and  in  the  memories  of  the  bereaved.  The  conclusion 
to  which  these  considerations  lead  seems  unavoidable — 
that  the  wealth  and  hence  the  numbers  of  a  people  are 
determined  by  their  industrial  powers  ;  and  that  other 
circumstances,  such  as  catastrophes  and  emigration 
liable  to  produce  a  diminution  of  labourers  or  of 
capital,  can  never  but  temporarily  interfere  with  the 
close  dependence  of  numbers  upon  wealth,  and  of  both 
upon  industrial  power. 

Were  the  opinion  to  prevail  that  emigration  is 
capable  of  producing  higher  wages  among  the  people 
from  whom  the  emigrants  separate  themselves,  it 
would  not  be  simply  an  opinion  and  nothing  more,  it 
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would  be  ail  opinion  bearing  fruit  in  conduct  and 
action.  It  would  lead  to  the  encouragement  of  emi- 
gration, not  merely  to  benefit  the  emigrant,  but  to 
benefit  the  condition  of  the  inhabitants  of  a  country 
pouring  forth  its  emigrants.  It  would  lead  away  from 
the  one  grand  means  of  promoting  the  well-being  of 
all  by  the  cultivation  of  increased  knowledge  and  of 
improved  conduct. 

AVe  must  here  invite  the  student  to  pause  for  a 
moment  to  consider  the  character  of  certain  intellectual 
blunders  of  frequent  occurrence,  and  of  which  we  have 
just  had  a  sample,  as  well  as  to  observe  the  dangerous 
consequences  to  which  such  blunders  may  lead. 

A  state  of  well-being,  general  or  partial,  is  the 
effect  of  many  causes,  and  so  is  a  state  of  misery, 
general  or  partial.  Some  of  these  causes  may  be  so 
obvious  or  so  insignificant  as  to  be  passed  over  un- 
mentioned,  and  attention  is  concentrated  upon  one 
01-  two  of  them,  to  which  the  whole  effect  is  attri- 
buted. Now  the  earnest  student  should  be  careful 
how  he  gives  in  to  this  practice.  At  all  events,  if  lie 
do  single  out  one  cause  from  among  the  many  causes 
concurring  to  produce  one  effect,  and  which  by  a 
•  of  language  he  calls  the  cause,  let  him  be  scru- 
pulous to  ascertain  at  least  that  it  is  a  real  and  not  a 
sham  cause. 

AVe  are  fresli  from  one  instance  of  this  misrepre- 
sentation  of  cause   and   effect.     Facts:   partial   low 
wages  and  misery  have  followi-d  the   introduction  of 
an  improved  industrial  process  and  a  low  state  of  in- 
dustrial aptitude  in  one  section  of  a  people. 
inference  from   these  facts :  the  misery    was    C 
by  the  improved  process.     Here  again — Facts :   high 
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wages  and  improved  well-being  have  followed  emigra- 
tion and  a  higher  state  of  industrial  aptitude.  False 
inference :  the  high  wages  were  caused  by  emigration. 
"When,  among  many  antecedents,  one  has  been  selected 
as  the  principal  or  efficient  cause  of  the  consequent  by 
which  the  antecedents  collectively  are  followed,  tho 
accuracy  of  the  inference  ought  to  be  tested,  if  pos- 
sible, by  examining  what  the  assumed  cause  is  capable 
of  doing  by  itself.  Now  emigration  without  improved 
industrial  qualifications  is  just  as  capable  of  producing 
a  general  rise  of  wages  as  an  industrial  improvement 
unaccompanied  by  deficient  aptitude  among  labourers 
is  capable  of  producing  partial  low  wages.  The  two 
mighty  agents,  the  two  efficient  causes  producing  the 
whole  of  the  effects  attributed  to  their  accidental  con- 
comitants, are  industrial  capacity  acting  simultaneously 
with  emigration,  and  the  industrial  incapacity  in  con- 
nection with  the  improved  process. 

Among  the  circumstances  which  retard  the  increase 
of  the  wealth,  and  hence  the  numbers  of  a  people,  are 
the  difficulties  in  the  way  of  obtaining  an  uninterrupted 
access  to  those  agents  of  production  which  must 
concur  with  man's  industrial  efforts  to  enable  him  to 
produce  wealth.  In  Western  Europe  there  is  one  dif- 
ficulty which  does  not  exist  in  America  and  Australia. 
Land  is  not  to  be  had  to  satisfy  the  demands  of  an 
ever-would-be-increasing  accumulation  of  wealth  ready 
to  be  converted  into  capital,  and  of  an  ever-would-be- 
increasing  number  of  people  ready  to  subsist  upon  the 
wealth,  if  it  were  adequate  to  maintain  an  increased 
number. 

The  results  •  to  Europe  from  the  colonizing  of  Ame- 
rica and  Australia  are  strongly  in  favour  of  the  cor- 
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rectness  of  theae  views.  There  had  been  a  large 
transfer  of  capital,  and  a  large  proportional  transfer  of 
people,  from  the  Old  World  to  the  Xew.  Nevertheless, 
the  countries  which  have  witnessed  this  efflux  of  their 
wealth  and  of  their  people  have  experienced  no  dimi- 
nution of  either  the  one  or  the  other.  They  have, 
accordingly,  sustained  no  harm,  while  the  emigrants 
themselves  have  benefited  vastly  ;  neither  have  they 
derived  any  direct  benefit  from  this  emigration.  The 
wealth  and  people  removed  have  been  replaced,  in 
harmony  with  those  tendencies  which  are  inseparably 
interwoven  in  the  very  nature  of  man  and  of  the  planet 
which  he  inhabits.  They  have  been  more  than  re- 
placed, but  that  has  been  owing  to  the  industrial  pro- 
gress which  has  been  so  unmistakable  of  late  years ; 
and  among  the  constituents  of  this  industrial  progress, 
the  indirect  effects  of  emigration  must  not  be  over- 
looked. 

People  generally  emigrate  from  a  country  in  the 
wish  and  expectation  of  benefiting  their  industrial 
condition.  Emigration  to  a  small  extent  has  been 
known  to  proceed  from  other  reasons,  such  as  dis- 
satisfaction with  government,  institutions,  or  climate  ; 
but  whenever  it  has  proceeded  on  a  large  scale  and 
continuously,  industrial  amelioration  has  been  its  ob- 
ject, and  the  emigration  has  been  from  countries  where 
land  is  wholly  appropriated  to  others  where  there  is 
much  yet  unappropriated.  As  industrial  phenomena 
alone  occupy  our  attention  here,  we  shall  fix  upon 
England  out  of  all  the  countries  whose  laud  is  appro- 
priated, because  it  is  the  one  best  fitted  to  exemplify 
the  indirect  effects  of  what  we  may  cull  industrial 
emigration ;  since,  whatever  may  have  been  the  <_ 
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formerly,  the  emigration  of  our  own  times  can  scarcely 
be  attributed  to  any  but  industrial  considerations. 

England,  then,  is  in  this  position.  Its  inhabitants 
could  readily  expand,  both  in  wealth  and  numbers,  so 
as  to  cultivate  more  land,  could  they  but  get  it.  But 
the  land  of  England  is  all  appropriated.  They  feel 
that  they  have  resources  to  manufacture  any  quantity 
of  raw  material,  if  they  could  but  procure  it.  But 
their  land  yields  them  all  the  corn,  wool,  hides,  flax,  and 
other  raw  material  which  the  present  state  of  their  in- 
dustrial powers  as  applied  to  agriculture  enables  them 
to  extract  from  it.  Some  of  them  emigrate,  and  taking 
with  them  highly-developed  industrial  powers,  and 
strong  tendencies  to  further  industrial  improvement, 
they  spread  over  the  fertile  lands  of  America  and 
Australia.  Being  open  to  commercial  intercourse  with 
the  old  country,  they  cannot  produce  too  much  raw 
material,  so  eager  is  the  old  country  to  purchase  it 
with  the  produce  of  its  manufacturing  industry.  The 
commercial  intercourse  between  a  densely-peopled  arid 
a  partially-occupied  country  must  always  be  the  in- 
terchange of  manufactures  for  raw  materials,  modified 
of  course  by  the  difference  in  the  soil,  climate,  and 
minerals  peculiar  to  each,  and  modified  also  by  the 
strange  illusions  among  people  and  their  legislatures 
which  will  obstruct  an  intercourse  so  mutually  bene- 
ficial. 

The  indirect  benefit  to  England  from  the  emigration 
of  her  people  consists  principally  in  the  increased 
supply  of  raw  material,  which,  inaccessible  to  its  indus- 
trial exertions  directly  applied,  is  thus  opened  to  its 
industrial  exertions  applied  indirectly.  The  greatly 
increased  facilities  of  intercourse  between  distant  coun- 
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tries,  combined  with  the  industrial  rewards  in  prospect, 
have  led  to  an  emigration  unparalleled  for  its  magni- 
tude and  continuity  in  the  world's  history.  There  is 
no  reason  to  anticipate  any  cessation  of  it  for  years  to 
come  ;  and  year  after  year  such  a  country  as  England 
will  continue  to  produce  those  increased  supplies  of 
raw  material  indirectly  which  she  is  precluded  from 
producing  directly.  Her  capital  will  emigrate,  but  the 
vacuum  will  be  filled  up,  even  before  it  can  make  itself 
felt,  from  the  wealth  prepared  for  that  purpose  by  an 
economical  people;  and  subsequently  the  emigrant 
capital  will  create  new  opportunities  for  the  conversion 
of  wealth  into  capital  by  supplying  the  old  country 
with  more  raw  material,  upon  which  more  capital  may 
be  employed  in  manufacturing  industry.  Her  wealth 
will  increase,  and  the  number  of  her  inhabitants  will 
increase,  or  the  well-being  of  the  same  number  will  be 
increased,  or  both  numbers  and  well-being  together 
will  be  increased.  The  increasing  demand  for  all  those 
vegetable  products  which  are  most  perishable  in  their 
nature,  and  cannot  therefore  be  imported  from  distant 
regions,  will  cause  more  and  more  land  to  be  appro- 
priated to  their  production.  More  laud  will  also  be 
required  for  dwelling-houses  and  other  buildings,  and 
for  ornament  and  recreation.  The  rent  of  land,  ac- 
cordingly, cannot  fail  to  rise  continuously  with  that 
industrial  progress  of  which  such  emigration  would 
form  a  part. 

The  indirect  effects  of  emigration  upon  the  country 
abandoned  by  the  emigrants,  in  connection  with 
direct   effects,   arc  most   instructive  to   coutcir,] 
The  direct  effects  arc  to  diminish  wealth  and  numbers 
and  to  lower  rents,  while  the  indirect  ellccts  are  to 
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increase  wealth  and  numbers  and  to  cause  a  progres- 
sive rise  of  rents ;  and  we  have  seen  why  the  direct 
effects,  must  eyer  be  insignificant  compared  with  the 
indirect. 

Most  glaring,  however,  would  be  the  misrepresenta- 
tion, to  attribute  the  progress  of  our  own  well-being 
to  emigration.  The  emigrants  having  departed  from 
among  us,  can  no  longer  be  included  in  the  estimate  of 
our  own  numbers;  nor  is  their  wealth  our  wealth. 
If  it  suit  their  purpose  they  will  exchange  wealth  with 
us.  They  will  do  that,  if  we  can  supply  them  with  the 
commodities  which  they  want  more  cheaply  than 
others  can,  and  if  we  can  give  a  higher  price  than 
others  for  the  commodities  which  they  are  prepared  to 
part  with.  Accordingly,  we  are  thrown  back  upon 
the  real  causes  of  progress  all  the  world  over— the 
development  of  better  industrial  qualifications.  The 
most  potent  of  all  the  means  at  our  disposal  for  pro- 
moting such  development  is  the  strict  and  judicious 
performance  of  the  duty  owed  by  each  generation  to 
the  one  about  to  succeed  it,  in  respect  of  industrial 
education.  If  the  wealth  about  to  be  handed  down 
is  to  be  replaced  as  fast  as  consumed,  prevailing  in- 
dustrial knowledge  and  conduct  must  be  sustained; 
if  it  is  to  be  more  than  replaced,  then  prevailing  in- 
dustrial knowledge  and  conduct  must  be  improved 
upon. 
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BASE    MONET. 

THE  object  throughout,  in  the  foregoing  lessons  has 
been  to  expound,  and  to  controvert  only  so  far  as  was 
made  necessary  by  the  present  state  of  public  opinion 
and  feeling,  on  the  several  subjects  that  we  had  to  pass 
in  review.  We  have  inquired,  we  have  examined,  as 
we  believe,  most  carefully  and  scrupulously,  and  then 
having  drawn  such  conclusions  as  seemed  to  us  to  be 
warranted  by  what  had  been  observed,  we  have  pro- 
ceeded to  describe  and  narrate.  There  have,  however, 
been  events  in  industrial  history,  and  there  still  linger 
among  us  practices  and  conduct  so  completely  at 
variance  with  the  principles  that  have  been  elaborated 
and  set  forth  as  the  only  safe  guides  for  practice  and 
conduct,  that  if  we  did  not  notice  some  of  the  more 
striking  of  them,  there  would  be  a  manifest  incom- 
pleteness in  what  we  have  intended  to  be  "lessons 
on  the  phenomena  of  industrial  life." 

Money  playing  the  conspicuous  part  it  does  in  all 
the  arrangements  and  relations  of  industrial  life,  it  is 
desirable  that  notice  should  be  taken  of  some  of  the 
proceedings  in  regard  to  money  at  variance  with  what 
our  investigations  have  seemed  to  recommend  for  adop- 
tion. ~We  say  "  seemed,'''  in  order  not  to  prejudge  the 
merits  or  demerits  of  a  line  of  conduct  in  opposition 
to  the  principles  of  conduct  alone  safe,  according  to 
our  interpretation  of  principles,  to  be  accepted  as 
guides. 

For  the  principles  on  which  the  unit  standard  mea- 
sure of  value  and  the  subordinate  coins  are  established 
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in  this  country,  and  on  which  a  paper  money  is  pro 
vided,  convertible  for  certain  at  the  will  of  the  holder 
into  metallic  money,  we  need  only  refer  to  the  ex 
planations  already  given.     These  principles  necessit: 
certain  rules  of  conduct — a  scrupulous  adherence  t 
the  unit  measure  of  value  when  once  adopted,  and  t\ 
rigid  maintenance  of  the  convertibility  of  the  papei 
money.      The  two  practices  at   variance   with  thes-E 
rules  of  conduct  which  we  propose  to  consider  herd 
are — the  diminution  of  the  weight  and  fineness  of  the 
unit  standard  measure  of  value,  and  the  substitution! 
of  inconvertible  for  convertible  paper  money. 

All  money,  metallic  and  paper,  rises  and  falls  in 
value,  as  indicated  by  the  fall  and  rise  in  prices,  in  obe- 
dience to  the  general  laws  of  supply  and  demand. 
All  money,  accordingly,  is  liable  to  depreciation.  But 
metallic  money,  the  weight  of  which  is  diminished, 
and  paper  money  which  will  not  procure  for  its  holder 
the  value  promised  to  him,  are  not  only  liable  to  the 
depreciation  common  to  other  money,  and  to  all  com- 
modities, but  are  positively  depreciated  besides.  This 
latter  depreciation,  to  distinguish  it  from  the  former, 
is  called  "  debasement,"  and  the  money  so  debased  is 
called  "  base  money." 

The  coining  of  money  in  most  countries  is  under- 
taken by  Government  and  prohibited  to  the  people. 
The  debasement  of  the  coin,  whenever  it  has  taken 
place,  has  also  been  the  act  of  the  Government.  The 
practice  is  now,  it  may  be  hoped,  obsolete.  It  is  sup- 
posed to  have  originated  in  the  fears  of  extravagant 
governments,  which  did  not  dare  to  repudiate  their 
debts,  or  to  suspend  the  pay  of  their  soldiers  and 
others  upon  whom  they  depended  for  the  maintenance 
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of  their  power,  and  yet  had  not  money  sufficient  at 
command  to  satisfy  all  the  claims  upon  them.  The 
debasement  of  the  coin  was  seldom  to  so  great  an 
extent  at  any  one  time  as  to  excite  a  very  marked 
attention,  and  was  concealed  partially  from  view  by 
an  increase  in  the  quantity  of  alloy.  Money-dealers 
and  the  intelligent  observed,  and,  as  prudence  dictated, 
were  silent.  The  public,  with  these  exceptions,  re- 
ceived the  base  money  in  discharge  of  what  was  due 
to  them  in  undebased  money,  unconscious  of  the  sub- 
stitution. Xobody,  of  course,  can  escape  feeling  the 
effect  of  such  a  substitution,  if  there  be  any ;  and  the 
question  to  be  answered  is — what  must  be  the  effect 
of  such  substitution  ? 

In  order  to  have  the  subject  plainly  and  in  bold 
relief  before  our  eyes,  let  us  represent  to  ourselves 
not  a  slight  but  a  considerable  debasement.  Let  us 
suppose  an  act  of  our  own  Government  under  difficulty, 
in  some  great  emergency,  to  discharge  the  debts  which 
it  had  contracted,  and  yet  not  daring  to  repudiate 
them— having  20,000,000  sovereigns  to  pay  and  only 
10,000,000  at  command — to  set  the  mint  to  work  to  coin 
20,000,000  debased  sovereigns  out  of  the  10,000,000 
which  it  had,  mixing  a  little  more  alloy  to  conceal  the 
debasement ;  and  then,  retaining  the  name,  with  these 
debased  sovereigns  to  discharge  its  debts.  In  doing 
this  deed,  it  must  either  acknowledge  a  flagrant  viola- 
tion of  contract,  or  promulgate  that  the  debased  sove- 
reign ia  henceforward  to  be  the  legal  sovereign.  The 
rapidity  with  which  a  people  would  accommodate 
themselves  to  the  altered  coin  would  depend  upon 
their  intelligence.  In  such  a  country  as  this,  the  old 
sovereign  would  disappear  almost  immediately.  Among 
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a  less  civilized  people,  many  of  whom  could  not  readily!  & 
perceive  the  difference  in  value  between  the  old  and! 
the  debased  sovereign,   the  more  intelligent   would! 
receive  the  old  sovereigns  and  melt  them,  but 
with  the  new ;  and  the  Government,  of  course,  as  fast 
as  it  received  the  old  sovereigns,  would  melt  and  re- 
coin. 

While  all  this  was  going  on,  the  relative  values  of 
gold  and  other  commodities  would  not  be  affected. 
Prices,  accordingly,  would  be  doubled.  Nothing  would 
have  been  done  to  alter  the  proportion  between  the 
number  of  labourers  and  the  quantity  of  capital ;  real 
wages  therefore  would  remain  unaltered.  Accordingly, 
money  wages  would  be  doubled.  The  time  required 
to  overcome  the  resistance,  from  apathy  and  long- 
formed  habits,  to  the  readjustment  of  money  wages  to 
prices  would  depend  upon  the  prevailing  state  of  in- 
telligence. Salaries,  fees,  and  wages  fixed  previously 
to  the  debasement  of  the  coin  would  really  be  reduced, 
by  the  debasement,  50  per  cent. ;  and  all  creditors 
would  be  deprived  of  one-half  of  what  was  owing  to 
them. 

"We  might  pass  unnoticed  the  supposition  that  the 
Government  or  the  mint  would  attempt  to  set  up  any 
materially  increased  value  of  the  coined  above  the 
uncoined  gold,  by  refusing  to  coin  the  gold  that  was 
brought  to  it  for  the  purpose.  Any  such  attempt  has 
always  been  frustrated,  and  has  long  since  been  every- 
where abandoned.  In  some  countries  a  slight  charge, 
tinder  the  name  of  "  seignorage,"  has  been  made ;  but 
with  such  trifling  allowance  as  may  be  thought  needful 
on  this  account,  we  may  assume  that  the  uncoined  and 
coined  gold  will  fluctuate  in  value  together.  If,  then, 
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after  the  debasement  prices  did  not  rise,  gold  would 
be  doubled  in  value ;  sold  would  exchange  for  twice 
as  much  as  before  of  all  other  commodities.  In  other 
countries,  however,  it  would  exchange  for  no  more 
than  before.  Hence,  gold  would  be  the  commodity, 
above  all  others,  sure  to  be  imported  till  its  value  cor- 
responded with  its  value  elsewhere,  which  it  would 
not  do  till  prices  were  doubled. 

The  operation  of  a  debasement  of  coin  to  this  ex- 
tent, on  creditors  and  annuitants,  is  obvious  enough. 
The  debtor  having  borrowed,  say  10,000  undebased 
sovereigns,  purchases  10,000  cwt.  of  sugar.  After 
the  debasement,  he  sells  his  sugar  (leaving  other  causes 
of  fluctuations  of  price  out  of  the  account)  for  20,000 
debased  sovereigns,  pays  his  creditor  £10,000,  and 
retains  £10,000  for  himself.  His  creditor  finds,  after 
he  has  been  paid,  that  lie  has  the  means  of  purchasing 
only  half  as  much  as  he  could  have  purchased  with 
his  former  sovereigns.  In  the  same  manner,  the  an- 
nuitant who  has  paid  10,000  undebased  sovereigns  for 
a  perpetual  annuity  of  £400,  after  the  debasement 
finds  that  his  £-400  will  procure  for  him  no  more  than 
one-half  of  his  former  quantity  of  the  necessaries  and 
comforts  of  life ;  and  on  the  resale  of  his  annuity  for 
£10,000  he  would  find  himself  deprived  of  the  half  of 
his  capital. 

The  effect  of  a  debasement  of  the  coin  is  to  deprive 
all  creditors,  annuitants,  aud  others,  who  have  entered 
into  engagements  which  entitle  them  to  fixed  money 
remuneration,  of  a  part  of  what  they  would  otherwise 
to  enjoy;  what  they  lose  being  transferred  to 
debtors  and  to  those  who  were  under  contract  to  make 
stipulated  money  payments.  Beyond  this,  except  that 
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it  introduces  for  a  time  much  disturbance  and  inccl 
venience,  placing  the  ignorant  and  incautious  stl  * 
more  than  they  naturally  are  in  the  power  of  the  acul  $ 
and  wary,  it  neither  adds  to  nor  subtracts  from  til  i 
wealth  of  the  country.  It  simply  legalizes  a  violati :[ 
of  contract ;  in  other  words,  it  sanctions  a  fraud  up< 
all  creditors  in  favour  of  their  debtors. 

A  debasement  of  the  coin  of  a  country  having  oncl  : 
been  accomplished,  all  the  contracts  in  existence  afte 
a  certain  time  will  have  been  made  in  debased  monejl 
If  it  were  then  resolved  to  return  to  the  forme 
standard,  such  a  proceeding  would  not  rectify  the  in 
justice  already  committed.  It  would,  on  the  contrary 
follow  up  one  act  of  injustice  by  another.  Having 
defrauded  one  set  of  creditors  in  favour  of  their  debtors, 
the  next  step  would  be  to  favour  not  the  same,  but] 
another  set  of  creditors,  by  defrauding  another  set  of 
debtors.  There  has  been  no  temptation  to  alternate 
acts  of  injustice  in  this  manner,  because  governments, 
although  frequently  debtors,  are  never  creditors. 
"When  once  awakened  to  a  sense  of  the  iniquity  of 
their  conduct,  they  have  been  content  to  adhere  for 
the  future  to  the  unit  standard  measure  of  value 
which  resulted  from  the  last  act  of  debasement. 

The  more  civilized  nations  have  long  outgrown  the 
practice  of  debasing  their  coin ;  they  have  abandoned 
it,  as  they  have  abandoned  other  malpractices.  But 
the  practice  of  debasing  paper  money  has  been  but 
lately  discontinued  anywhere ;  and  is  yet  tolerated  by 
nations  and  justified  l^y  individuals.  Something,  it 
might  be  supposed,  is  to  be  pleaded  in  its  favour. 
Some  great  good  may  be  attainable  by  such  means. 
We  know  that  an  anxiety  has  been  felt  and  expressed 
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to  put  our  paper  money  on  such  a  system  that  there 
always  shall  be  abundance  of  money ;  and  it  is  argued 
that  as  every  individual  is  desirous  of  possessing  an 
abundance  of  money,  so  if  all  could  share  in  this 
abundance  a  great  good  would  be  accomplished.  If 
those  who  wish  to  improve  the  condition  of  mankind, 
by  increasing  the  quantity  of  paper  money,  would 
direct  their  efforts  to  increase  the  quantity  of  wealth, 
they  might  succeed  in  accomplishing  the  very  purpose 
at  which  they  are  really  aiming,  while  striving  to  in- 
crease the  quantity  of  money.  But,  as  far  as  we  have 
yet  seen,  the  only  method  of  increasing  the  quantity 
of  wealth  is  to  improve  the  industrial  qualities  of  the 
people.  Nevertheless,  let  us  examine  how  the  quantity 
of  paper  money  can  be  increased  beyond  that  which  is 
indicated  by  the  demand  for  it,  in  preference  to  coin 
for  certain  commercial  purposes,  and  what  the  con- 
sequence will  be  of  attempting  to  force  a  larger 
quantity  into  circulation. 

A  convertible  paper  money  will  always  correspond  in 
value  with  the  number  of  units  of  the  measure  of 
value  written  upon  it.  The  quantity  of  this  paper 
money  in  circulation  in  a  country  where  it  is  open  to 
every  holder  of  notes  to  exchange  them  for  coin,  and 
to  every  holder  of  coin  to  exchange  it  for  notes,  will 
be  determined  by  the  views  of  the  public  generally  as 
to  what  best  suited  their  convenience.  There  is  only 
one  method  by  which  a  large  quantity  of  paper  could 
be  forced  into  circulation,  and  that  is  by  causing  the 
paper  to  be  inconvertible. 

In  many  countries  the  paper  money  is  issued  by  the 
governments,  and  from  time  to  time,  as  it  has  suited 
their  purposes,  mostly,  it  must  be  admitted,  founded 
o  2 
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on  misapprehension,  they  have  refused  to  give  coin 
in  exchange  for  their  notes.  In  this  country  the  paper 
money — that  part  of  it,  at  least,  which  is  legal  tender — 
is  issued  by  the  Bank  of  England,  and  is  convertible. 
But  during  one  memorable  period  of  our  history,  for 
state  purposes,  also  originating  in  the  ignorance  of  the 
times,  in  which  ignorance  statesmen  and  bankers 
shared,  the  Bank  directors  were  prohibited  or  re- 
stricted from  paying  their  notes  in  gold.  The  act  by 
which  they  were  forbidden  was  familiarly  called  the 
Bank  Eestriction  Act.  "While  the  Bank  Eestriction 
Act  was  in  force  the  notes* were  sometimes  debased,  at 
other  times  they  were  not — that  is  to  say,  gold  was 
sometimes  to  be  obtained  with  notes  at  the  rate  of 
£3  17s.  10|c?.  per  ounce ;  at  other  times,  the  value  of 
gold  measured  in  paper,  or  its  price  in  a  base  paper 
money,  was  more  than  £4  10s.  per  ounce.  So  great 
was  the  ignorance  which  then  prevailed,  that,  in  the 
very  face  of  these  fiicts,  it  was  denied  that  the  paper 
was  debased.  It  was  authoritatively  declared  that  it 
was  not  the  paper  money  which  had  fallen,  but  the  gold 
which  had  risen  in  value ;  the  parties  who  gave  the 
authoritative  contradiction  in  the  first  branch  of  their 
sentence  being  quite  unconscious  that  in  the  second 
branch  they  affirmed  what  they  had  contradicted  in 
the  first. 

It  would  seem,  however,  from  the  facts  stated,  that 
an  inconvertible  paper  money  is  not  necessarily  a 
debased  money.  Certain  conditions  being  observed, 
it  need  be  no  more  debased  than  if  it  were  convertible. 
These  conditions  are,  that  there  be  faith  in  the  issuers, 
that  the  paper  money  be  a  legal  tender,  and  that  the 
amount  of  notes  thrown  into  circulation  be  no  more 
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than  what   the   public   require.      During    the    Bunk 

lion,  the  two  first  conditions  were  never  a' 
but  the  third  was,  quite  accidentally,  sometimes  ob- 
served and  at  other  times  disregarded. 

"With  convertible  paper,  excess  of  issue  is  checked 
by  the  demand  for  coin,  and  which  demand  must  be 
met.  If  the  issuers  of -the  inconvertible  notes  could 
as  readily  learn  when  their  issue  was  excessive,  and 
would  as  instantaneously  contract  it,  their  notes  would 
be  guarded  against  debasement.  The  strong  argument 
in  favour  of  a  convertible  over  an  inconvertible  currency 
is,  that  no  such  ready  warning  or  safeguard  against 
debasement  as  exists  for  the  former  can  be  provided 
for  the  latter.  When,  with  a  convertible  paper  money, 
the  quantity  of  money,  coin  and  paper  in  combination, 
with  credit  performing  some  of  the  functions  of  money, 
raises  prices  above  the  level  of  the  prices  in  other 
countries,  paper  money  is  contracted  and  gold  goes 
abroad.  "With  an  inconvertible  paper  under  the  same 
circumstances,  paper  money  is  liable  not  only  not  to 
be  contracted,  but  to  be  issued  in  larger  quantities — 
in  quantities  so  large  as  to  stamp  it  with  worthless- 
ness.  This  actually  occurred  with  the  assignats  (the 
name  given  to  the  paper  money  of  France  at  the  time 
of  the  iirat  Republic).  In  Buenos  Ayres,  the  paper 
dollar  has  been  debased  from  4s.  2d.  to  3 d.  In  Eussia 
the  paper  rouble  was  debased  from  about  38£J.  to  lid. 
of  our  money,  and  further  debasement  has  been  checked 
by  making  the  paper  rouble  convertible,  at  the  rate  of 
3  £  paper  roubles  to  one  silver  rouble.  The  debase- 
ment of  our  inconvertible  £1  bank- note  never  pro- 
ceeded lower  than  to  15s.  Gd.  or  IGs.,  and  as  low 
as  that  only  during  short  intervals;  and  with  the 


198  BASE    3IONET. 

progress  of  intelligence  and  the  better  comprehension 
of  the  principles  of  money,  metallic  and  paper,  it  was 
considered  the  more  judicious  course  not  to  depart  from 
the  unit  standard  measure  of  value  long  established, 
but  rather  to  revert  to  that  which  had  never  been  in- 
tentionally departed  from ;  which  had  been  strayed 
from  through  intellectual  darkness,  and  not  abandoned 
through  moral  obliquity. 

The  effects  of  a  debasement  of  the  paper  money  are 
similar  in  all  their  main  features  to  those  of  a  debase- 
ment of  the  metallic  money,  and.  what  has  been  said 
on  that  subject  need  not  be  repeated.  A  debased 
paper  money  is  as  disreputable  to  the  authorities  that 
sanction,  and  to  the  people  who  endure  it,  as  a  debased 
metallic  money.  The  extenuating  circumstance 
pleadable  in  behalf  of  those  who  have  advocated  and 
justified  it  is  their  ignorance.  They  have  been  quite 
unconscious  of  the  enormous  fraud  to  which  they  were 
lending  themselves.  Paper  money  is  comparatively  a 
modern  development  of  industrial  progress.  Like 
other  instruments  of  power  available  for  good,  in  un- 
skilful hands  guided  by  misinformed  heads,  it  has  been 
misapplied.  A  representative  of  coin,  it  has  been  mis- 
taken for  money.  Equal  in  value,  on  certain  condi- 
tions, to  the  money  which  it  represents,  it  was  thought 
to  be  its  equivalent  unconditionally.  Because,  when 
inconvertible,  its  value  may  be  sustained  undebased  by 
a  rigid  limitation  of  its  issue,  there  has  prevailed  a 
wide-spread  delusion  that  it  might  be  issued  almost 
without  limit.  Because,  like  metallic  money,  it  serves 
as  the  representative  of  capital,  it  has  been  mistaken 
for  capital.  An  over-issue  of  paper  money,  placing  as 
it  did  capital  in  the  hands  of  those  who  got  the 
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paper,  was  thought  to  increase  the  capital,  whereas  it 
only  gave  the  holders  of  the  debased  paper  the  power 
of  appropriating  a  portion  of  capital,  of  which  others 
thereby  deprived. 

An  inconvertible  paper  money  undebased  is  similar 
in  all  respects  to  a  convertible  paper,  only  more 
difficult  of  regulation  in  respect  to  its  quantity,  which 
with  a  convertible  paper  is  self-regulating.  A  n  incon- 
vertible paper,  where  debased  by  over-issue,  or  by  being 
issued  in  larger  quantity  than  would  be  possible  with  a 
0  L-tible  paper,  does  not  increase  capital,  nor  does 
it  increase  wages.  If  the  one-pound  note  were  debased 
to  the  value  of  the  one-twentieth  of  a  pound,  and 
the  capital  and  wages  were  to  be  estimated  in  as  many 
pounds  as  they  now  arc  in  shillings,  prices  also  being 
twenty-fold  what  they  now  are,  real  wages  would  be 
the  same  as  before,  subject  to  some  deduction  for  loss, 
incidental  to  the  uncertainty,  confusion,  and  want  of 
confidence  caused 'by  repeated  violations  of  contract, 
and  the  fear  of  more  violations  in  the  future. 

\Varncd  off  from  the  vain  attempt  to  promote  in- 
'.1  progress  by  means  of  an  inconvertible  paper 
currency,  or  of  any  scheme  for  debasing  .the  unit 
standard  measure  of  value,  or  its  representative,  we 
fall  back,  not  dispirited,  but  animated  with  a  deeper 
faith  in  those  resources  at  our  disposal  for  increasing 
future  capital  and  future  wages ;  with  a  stronger  con- 
viction that  industrial  success  is  best  to  be  promoted 
by  diffusing  more  widely  that  industrial  capacity  which 
the  want  of  efficient  teaching  and  training  withholds 
from  so  large  a  portion  of  mankind. 
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BESTRICTIONS. 

TIIE  student  who  lias  followed  carefully  the  course  of 
investigation  which  we  have  attempted  into  the  condi- 
tions of  industrial  success,  will  possibly  be  at  a  loss  to 
imagine  for  what  reasons  it  should  ever  have  been 
determined  by  law-makers  to  deny  to  any  individual 
engaged  in  industrial  operations  the  fullest  liberty  of 
directing  them  as  he  pleased.  "When  we  contemplate 
what  is  going  on  in  any  industrial  work,  it  never 
occurs  to  us  that  the  various  parties  interested  in  it 
would  be  able  to  produce  more,  or  something  that  they 
would  like  better,  if  compelled  against  their  will  to 
direct  their  proceedings  duTereiitly.  Left  to  them- 
selves, they  labour,  buy  or  sell,  lend  or  borrow,  hire 
or  let,  export  or  import,  according  as  they  think  any 
one  of  these  operations  likely  to  aid  in  the  work  of 
production.  A  failure  on  their  part  to  attain  their 
object  could  only  be  occasioned  by  an  error  of  judg- 
ment. The  will  to  do  for  the  best  must  be  right? 
although  the  judgment  may  be  wrong.  Under  such 
circumstances,  an  attempt  to  correct  the  judgment 
would  seem  sensible  enough,  while  one  to  control  the 
will  cannot  fail  to  be  mischievous.  The  farmers,  the 
millers,  the  weavers,  and  merchants,  left  uncontrolled, 
are  following  their  several  callings  in  the  way  best  cal- 
culated, as  they  think,  to  realize  the  most  profitable 
result.  So  soon  as  an  improved  method  is  clearly 
established,  it  must  be  adopted,  or  the  party  who  lags 
behind  will  pay  the  penalty,  in  the  diminution  of  his 
profit  or  the  ruin  of  his  business. 
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Oue  of  the  recommendations  of  division  of  labour 
is  the  opportunity  afforded  by  it  for  acquiring  in  per- 
fection all  the  knowledge  and  expertness  that  can 
possibly  be  brought  to  bear  upon  any  particular  busi- 
ness, and  for  adopting,  after  its  discovery,  step  by 
step,  each  new  combination  or  improved  method, 
by  undivided  attention  and  most  extensive  practice. 
Surely,  then,  it  could  lead  to  no  good  end  to  impose 
restrictions  upon  those  who  had  qualified  themselves 
by  such  attention  and  practice,  as  to  how  they  should 
conduct  their  own  industrial  operations. 

We  know,  besides,  that  the  leaders  of  industrial  en- 
terprise are  ever  intent  upon  introducing  new  methods 
in  order  to  turn  their  capitals  to  more  profitable 
account,  i.  e,  to  direct  the  labour  which  their  capitals 
set  in  motion  so  as  to  make  them  produce  more  wealth. 
Numerous  failures  are  risked  and  disappointments 
endured  in  the  attempts  at  improvement.  While, 
therefore,  we  have  such  abundant  proofs  of  earnestness 
of  effort  for  industrial  progress,  it  seems  inconceivable 
that  the  thought  of  promoting  industry  by  forcing 
the  directors  of  industry  out  of  the  path  of  their  own 
selection  could  ever  have  found  its  way  into  the  head 
of  a  legislator. 

If  we  look  at  the  territorial  distribution  of  capital 
and  labour,  we  find  it  determined  by  the  same  consi- 
derations. Nobody  can  be  at  a  loss  to  understand 
why  capital  and  labour  are  directed  to  Chester  and 
Gloucester  for  salt,  to  Northumberland  and  Wales  for 
coals,  and  to  Cornwall  for  tin;  nor  why  the, inhabitant 3 
of  this  country  having  a  strong  wish  to  participate  in 
the  enjoyment  derivable  from  tea,  coffee,  sugar,  spices, 
cotton,  and  rice,  for  the  growth  of  which  this  northern 
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climate  is  unsuited,  some  of  the  capitalists  among 
them  should  have  applied  themselves  to  produce  com- 
modities which  the  planters  in  the  tropics  and  countries 
adjoining  are  glad  to  have  in  exchange  for  their  pro- 
ducts. Legislative  interference  with  that  distribu- 
tion of  capital  which  appeared  to  the  various  capitalists 
concerned  best  fitted  to  lead  to  the  most  abundant 
supply  of  all  these  commodities  could  scarcely,  one 
would  imagine,  be  for  any  other  purpose  than  to  guard 
against  some  supposed  danger  likely  to  arise  from 
superabundance. 

JX'ot  so,  however.  [Restrictions,  in  almost  all  the 
countries  where  they  exist,  have  been  imposed  upon 
industrial  operations  for  the  special  purpose  of  assist- 
ing to  increase  the  productiveness  of  labour  and 
capital.  A  few  years  only  have  passed  since  we  aban- 
doned in  this  country  the  attempt  to  make  our  own 
capital  and  labour  more  productive  by  these  very 
means.  .  Surely,  then,  it  will  be  said,  there  must  have 
been  some  reason  for  tin's  universal  belief  in  the  effi- 
cacy of  restrictions  as  a  means  of  increasing  wealth. 
There  certainly  was  a  reason,  or,  more  properly,  the 
appearance  of  a  reason,  just  as  there  was  for  believing 
that  the  sun  moved  in  an  arch  above  the  earth  from 
east  to  west,  and  went  back  again  stealthily  by  night, 
and  that  the  stars  were  diminutive  bodies  in  compa- 
rison with  the  moon  and  with  the  immense  planet 
that  we  inhabit.  And  it  will  not  be  an  unprofitable 
exercise  to  examine  the  fallacy  that  so  long  prevailed, 
and  still  continues  to  prevail  with  many,  to  them  as- 
suming the  appearance  of  reason. 

Among  the  commodities  consumed  by  the  inhabit- 
ants of  most  countries  are  many  which  are  exclu- 


203 

sively  grown  or  manufactured  at  home,  or  exclusively 
imported  from  other  countries.  But  there  are  many 
more  which  are  partly  grown  or  manufactured  at 
home  and  partly  imported.  In  our  own  country,  for 
example,  we  have  coals,  slatc.3,  milk,  and  most  kinds 
of  fresh  vegetables,  of  the  first  class ;  sugar,  coifee, 
tea,  cotton,  silk,  indigo,  etc.,  of  the  second ;  while  of 
ird,  we  have  grains,  seeds,  butter  and  cheese, 
wool,  tallow,  flax  and  wood,  the  metals,  and  numerous 
kinds  of  manufactured  articles.  It  need  be  no  more 
than  stated  that,  where  no  interference  has  been  at- 
tempted with  the  perfect  freedom  of  production  and 
interchange,  capital  will  have  distributed  itself  as  it 
has,  because,  as  regards  the  first  class  of  commodities, 
they  can  be  produced  at  less  cost  without  the  inter- 
vention of  foreign  trade ;  as  regards  the  second,  with 
the  intervention  of  foreign  trade ;  and,  as  regards  tho 
third,  up  to  a  certain  point  without,  and  beyond  that 
point  with,  the  intervention  of  foreign  trade.  The 
capitals  engaged  in  the  various  industrial  operations 
to  produce  all  these  commodities,  the  superintendents 
of  the  capitals,  and  the  labourers  employed  under 
them,  would  all  be  alike  subject  to  the  industrial 
vicissitudes  consequent  upon  the  variations  of  the 

is,  errors  in  judgment  and  management,  and  tho 
misuse  of  credit.  One  of  the  frequently  recurring 
phases  of  these  vicissitudes  is  a  state  of  prices  for  a 
time  insufficient  to  cover  the  cost  of  production.  The 
safeguards  to  the  various  producers,  against  the  losses 
consequent  upon  such  a  state  of  prices,  is  saving  out 
of  the  extra  profit  consequent  on  a  higher  rai 
prices ;  and  against  an  avoidable  repetition  of  such 

.  the  rectification  of  the  errors,  where  there  have 
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been  any,  and  of  the  management  that  led  to  them. 
No  security,  as  far  as  we  have  been  able  to  learn,  can 
be  provided  against  such  a  state  of  prices,  except  less 
waste  and  more  administrative  judgment  and  skill. 

But  hope  of  relief  by  other  means  suggested  itself 
to  the  home  producers  of  the  third  class  of  commodi- 
ties. They  represented  themselves  as  the  victims  of 
foreigners  who  could  undersell  them,  because  labour 
was  cheaper,  or  rent  lower,  or  the  taxes  less  oppres- 
sive abroad.  They  urged  that  if  they  were  not  pro- 
tected in  so  unequal  a  contest,  their  capital  would  be 
annihilated,  and  all  the  labourers  in  their  employment 
would  be  thrown  out  of  work.  Their  appeals  prevailed 
with  the  legislature.  The  fallacy  of  the  arguments  on 
widen  the  appeals  were  based  not  being  perceived,  it 
would  have  been  reprehensible  in  the  legislature  not 
to  stretch  out  a  hand  to  snatch  capital  from  destruc- 
tion and  labourers  from  destitution.  The  fallacy } 
however,  is  glaring  enough  to  all  who  have  familiarised 
themselves  with  the  advantages  and  consequences  of 
division  of  labour,  and  with  the  phenomena  of  prices 
inevitable  from  the  general  adoption  of  money  and 
credit.  It  is  a  condition  of  importation  that  the 
average  prices  of  commodities  imported  should  be 
lower  than  what  the  average  prices  of  those  commodi- 
ties would  be  if  produced  independently  of  foreign 
commerce.  The  intervention,  then,  of  the  legislature 
to  prevent  the  importation  is  to  order  that  a  portion 
of  the  capital  of  the  country  employed  so  as  to  produce, 
through  foreign  commerce,  the  largest  possible  quan- 
tity of  certain  commodities,  should  be  diverted  out  of 
its  course  and  constrained  to  produce  a  smaller  quan- 
tity. Protection  to  one  class  of  producers  accordingly, 
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if  not  inoperative,  can  only  mean  encouragement  to 
persevere  in  producing  by  inferior  methods,  through 
the  prohibition  of  superior  methods,  and  through  the 
compulsion  inflicted  upon  all  consumers  to  pay  a  high 
price  for  what  they  might  otherwise  purchase  at  a 
lower  price. 

:nay  test  the  accuracy  of  this  statement  and  the 
soim'dness  of  the  reasoning  by   particularising  some 
one  commodity  and  the  prices  at  which  it  is  sold. 
Let  us  take  for  the  purpose  some  particular  quality  of 
shoes,  partly  made  at  home  and  partly  imported,  and 
assume  that  the  market  price  had  long  been  six  shillings 
per  pair.     In  this  state  of  things  some  change  of  cir- 
cumstances at  home  and  abroad  begins  to  operate  upon 
the  shoe  trade  :   abroad,  a  ready  access  to  an  increased 
supply  of  hides,  or  the  introduction  of  some  new  pro- 
cess of  manufacture,  the  consequence  of  which  would 
be  an  increased  supply  of  shoes,  leading  to  a  reduced 
price — say  to  five  shillings  per  pair ;    at    home,   no 
means  available  for  reducing  the  cost  at  which  shoes 
can  be  made,  or  even  a  readjustment  of  capital  and 
labour  by  which  hides  and  leather  are  employed,  in 
£i->:i,«.-thing  more  remunerative  than  ttie  manufacture  of 
shoes.     The  correct  reading  of  these  industrial  signs 
would  be,  that  capital  and  labour  could  be  more  ad- 
vantageously employed  at  home,  for  the  purpose  of 
ing  shoes  through  the  medium  of  foreign  com- 
.  because  more  shoes  would  thus  be  obtained  in 
i-tion  to  the  capital  employed.      The  incorrect 
._?  would  be,  that  the  shoe  trade  ought  to  be 
•ted,  that  the  price  of  shoes  ought  to  be  main- 
;it  six  shilling  JUT  pair,  and  that  the  producers 
of  all  other  commodities   should  have  a  fine  of  one 
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shilling  imposed  upon  them  every  time  they  had  occa- 
sion to  purchase  a  new  pair  of  shoes ;  or,  which  amounts 
to  the  same  thing,  that  the  importation  of  shoes  ought 
to  be  prohibited.  The  legislature  is  invited  by  those 
who  misread  to  save  capital  from  destruction.  They 
who  have  learned  to  read  correctly,  caution  the  legis- 
lature that  any  attempt  on  their  part  to  save  some 
capital  from  destruction  by  excluding  all  other  capital 
from  the  employment  held  by  those  who  direct  it  to 
be  the  most  profitable,  is  not  to  save  capital  but  to 
prevent  its  growth,  to  maintain  it  in  a  direction  which 
will  lead  to  a  comparatively  small  increase  of  wealth, 
by  preventing  its  taking  a  direction  that  would  lead  to 
greater  increase.  The  legislature  which,  with  the 
view  of  protecting  and  encouraging  industry,  interposes 
to  prevent  new  efforts  of  capitalists  to  accommodate 
themselves  to  the  new  opportunities  presented  by 
commerce,  should  equally  prevent  each  successive  new 
application  of  new  results  of  science  to  industrial  pur- 
poses, in  order  to  save  from  annihilation  the  capital 
embarked  in  inferior  contrivances,  and  to  prevent  the 
dispersion  and  redistribution  of  the  labour  employed 
under  it. 

The  desire  to  afford  protection  is  laudable,  and  the 
term  "protection"  is  plausible,  but  what  is  asked  is 
not  to  protect  but  to  attack ;  to  drive  away  those  who 
would  produce  at  the  least  cost,  and  make  them,  or 
others  in  their  place,  produce  at  a  high  cost,  and  to 
close  cheap  markets  against  all  who,  with  a  certain 
amount  of  money  at  their  command,  are  anxious,  to  get 
as  much  for  it  as  possible.  The  low  price  at  which  the 
imported  commodity  can  be  sold  is  an  imaginary 
cause  of  the  loss  complained  of  by  the  home  producer 
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of  it  up  to  the  time  of  legislative  interposition ;  the 
real  cause  being  his  own  want  of  vigilance  and  activity. 
But  after  that  interposition,  after  capital  has  been 
driven  away  from  those  methods  of  producing  where 
the  cost  was  the  lowest,  into  others  where  it  is  higher, 
then  that  capital  can  no  longer  continue  to  be  so  em- 
ployed unless  the  restriction  be  maintained.  An 
unenviable  position  is  thus  occupied  by  the  legislature. 
It  must  either  prohibit  the  people,  over  whose  well- 
being  it  is  bound  to  preside,  from  making  their  labour  as 
productive  as  possible,  or  it  can  only  concede  to  them 
their  not  very  unreasonable  demand  for  such  an  in- 
dulgence, by  inflicting  loss  and  inconvenience  upon 
those  capitalists  and  labourers  who  had  been  led  astray 
by  the  delusive  allurements  held  out  to  them. 

The  plea  for  interference  with  unrestricted  freedom 
of  interchange  on  account  of  the  lower  wages,  lower 
rents,  and  lower  taxes  prevailing  in  other  countries,  is 
remarkable  among  the  many  evidences  of  the  logical 
straits  or  sophistical  shifts  to  which  the  advocates  of 
industrial  restrictions  were  driven  in  order  to  find  a 
justification  for  what  they  so  long  and  so  successfully 
pressed  upon  the  legislature.  Sucli  a  plea  assumes 
that  the  more  civilized  people  cannot  safely  be  trusted 
by  its  Government  to  enter  into  commercial  dealings 
with  the  less  civilized ;  for  it  can  scarcely  be  denied 
that  wagn.i  and  rents  will  generally  be  highest  among 
the  most  civilized  people.  Such  a  plea  recommends 
that  a  people  burdened  with  taxes  should  be  still 
further  burdened  with  restrictions  upon  its  industrial 
effort*.  Such  a  plea  pretends  that  merchants,  before 
they  buy  commodities  at  prices  likely  to  yield  them  a 
profit,  ought  to  ascertain  what  wages,  rents,  and  taxes 
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had  been  paid  by  the  persons  who  produced  those 
commodities;  and  that,  if  they  will  not,  the  Grovern 
ment  ought  to  do  so  for  them,  and  prevent  or  allow 
importation  according  as  wages,  rent,  and  taxes  were 
lower  or  higher  in  the  exporting  countries  than  in 
their  own.  Such  a  plea,  once  admitted,  could  only  lead 
to  the  prohibition  of  all  foreign  commerce ;  for  the 
countries  where  wages,  rent,  and  taxes  rule  highest 
could'be  permitted  to  import  nothing  from  others,  and 
in  no  two  countries  are  wages,  rent,  and  taxes  exactly 
alike.  Such  a  plea  would  lead  to  the  cessation  of  in- 
tercourse between  old  countries  and  newly-settled 
countries;  because  in  the  former  wages  are  compa- 
ratively low,  and  in  the  latter  rents  are  low.  Neither 
ought  it  to  be  overlooked  that  what  is  meant  by  high 
wages  is  not  very  clearly  indicated,  inasmuch  as  it 
frequently  happens  that  the  most  highly-paid  labourers 
really  produce  more  in  proportion  to  the  wages  paid  to 
them  than  the  labourers  who  receive  the  lowest  wages. 
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have  examined  two  cases  of  deviation  from  those 
rules  of  conduct  shown  to  be  most  favourable  to  indus, 
trial  success— the  debasing  of  the  currency,  and  the 
interfering  with  industrial  freedom.  These  deviations, 
where  they  have  occurred,  have  been  the  acts  of  Govern- 
ment. The  other  deviations  which  we  propose  to  ex- 
amine have  been  the  acts,  not  of  governments,  but  of 
the  individuals  engaged  in  industrial  operations. 
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Knowing  the  qualities  in  a  people  which  lead  to 
abundance,  we  of  course  know  that  the  opposite  qualities 
will  be  followed  by  want  of  wealth  —  by  a  want  of 
wealth  commensurate  in  its  extent  and  intensity  with 
the  extent  and  intensity  of  the  poverty-producing 
qualities.  At  the  stage  of  progress  attained  in  our 
times,  all  industrial  operations  are  greatly  promoted 
by  practices  and  arrangements  based  upon  credit.  "We 
have  made  out  a  rule  of  conduct  necessary  to  be 
observed  in  its  use.  "We  will  repeat  this  rule  here,  in 
order  to  note  the  consequences  of  a  disregard  of  it. 
Credit  ought  only  to  be  accepted  where  there  is  a 
reasonable  prospect  of  means  to  satisfy  this  credit  at 
the  appointed  time.  In  other  words,  every  engagement 
should  be  accompanied  by  a  knowledge  on  the  part  of 
him  who  contracts  it  that  he  possesses  the  means> 
present  or  prospective,  to  perform  it.  The  judicious 
application  of  this  rule  to  the  different  kinds  of 
business  into  which  industrial  work  has  distributed 
itself,  will,  as  may  well  be  supposed,  require  special 
knowledge,  only  to  be  gained  in  each  business  by 
practical  experience  in  its  details  ;  but  the  rule  itself 
can  never  be  disregarded  without  danger. 

To  cite  a  few  of  the  occurrences  of  industrial  life 
in  which  a  disregard  of  this  rule  of  conduct  has  been 
exposed  to  the  notice  of  the  public  : 

An  individual  avails  himself  of  the  confidence  placed 
in  him  by  others,  takes  credit,  and  either  from  not 
having  been  scrupulous  as  to  the  means  at  his  dis- 
posal, or  from  the  mismanagement  of  what  he  really 
had,  is  unable  to  fulfil  his  engagements.  He  is  declared 
insolvent  or  bankrupt,  inflicts  loss  upon  those  who 
p 
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trusted  him,  or  perhaps  involves  lAein  in  his  «vn»n 
ruin. 

If  this  individual  happen,  besides,  to  have  had  a 
number  of  persons  engaged  in  his  employment,  they 
are  by  his  failure  at  least  displaced,  and  frequently 
exposed  to  serious  privation. 

If  he  be  a  banker,  the  confusion  and  loss  shared  by 
numerous  customers  must  b©  added  to  the  other 
evils. 

The  consequences  of  a  want  of  caution  in  contract- 
ing engagements  and  of  fidelity  in  performing  them 
may  be  visited  upon  partners.  The  large  works  un- 
dertaken by  associated  capitalists  are  familiar  to  every- 
body. It  is  known  at  the  time  that  the  execution  of 
these  works  will  extend  over  a  number  of  years.  Pro- 
vided the  capital  be  forthcoming  as  the  works  proceed, 
it  need  not  all  be  produced  at  their  commencement. 
To  combine  the  convenience  of  the  individual  partners 
with  what  is  required  fcr  the  business  in  hand,  the 
capital  is  not  produced  at  once,  it  is  only  subscribed ; 
a  first  instalment  being  paid  down,  and  engagements 
being  made  to  pay  the  remainder  of  the  capital  sub- 
scribed as  the  instalments  are  called  for.  If  any  con- 
siderable portion  of  such  partners  were  to  contract  in 
this  way,  without  a  control  over  the  future  means  re- 
quisite to  fulfil  their  engagements,  the  instalments 
when  called  for  could  not  be  paid  by  them,  and  if  no 
other  capitalists  could  bo  substituted  in  their  place, 
the  works  must  be  suspended.  Of  course,  the  solvent 
or  capable  partners,  unable  to  derive  any  profit  from 
works  which  cannot  be  brought  into  operation  till 
completed,  sustain  serious  loss  and  inconvenience, 
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More  than  this,  the  directors  appointed  by  the  collec- 
tive partners  or  shareholders,  on  the  strength  of  the 
engagement  to  supply  the  capital  as  called  for,  may 
have  themselves  entered  into  agreements  with  contrac- 
tors for  the  execution  of  sections  of  the  work,  which 
agreements  they  are  incompetent  to  fulfil.  To  say 
nothing  of  the  possible  ruin  of  the  contractors,  they 
in  their  turn  will  have  entered  into  engagements  with 
sub-contractors,  and  together  they  will  have  drawn  to 
the  works  large  bodies  of  labourers,  to  whom  they  will, 
if  not  explicitly,  at  all  events  implicitly,  have  pro- 
mised a  continuance  of  employment  and  wages.  The 
further  consequences  of  a  non-fulfilment  of  these  con- 
tracts are  obvious  enough  to  speak  for  themselves. 

The  transactions  above  described  are  always  more  or 
less  mixed  up  with  bills  of  exchange,  which  are  dis- 
counted and  passed  from  hand  to  hand  and  place  to 
place,  to  suit  the  convenience  of  all  concerned.  When 
the  breaches  of  contract  are  on  so  small  a  scale,  and  at 
such  intervals  as  to  appear  quite  exceptional,  they  are 
regarded  as  isolated  or  individual  cases  of  insolvency, 
involving  few  others,  if  any,  in  discredit ;  but  when 
they  occur  on  a  large  scale,  are  numerous  and  in  rapid 
succession,  a  general  state  of  discredit  is  produced. 
Those  who  have  capital  at  their  disposal,  are  in  doubt 
as  to  whom  they  can  safely  trust.  Those  who  depend 
upon  the  opportunities  for  borrowing,  to  which  they 
had  been  accustomed,  in  order  to  fulfil  their  engage- 
ments, are  obliged  to  stop  payment.  Those  who  are 
quite  prepared  to  fulfil  their  engagements,  provided 
others  fulfil  those  which  had  been  contracted  with  them^ 
are  distracted  with  anxiety,  and  some  are  eventually 
compelled  to  succumb.  Of  those  who  are  large  pur- 
p2 
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chasers  of  labour,  some  stop  payment  and  leave  tliei* 
workmen  -without  wages ;  some  suspend  their  work, 
giving  notice  to  those  whose  labour  they  can  no  longer 
purchase,  and  others  simply  contract  their  business, 
putting  their  workmen  on  short  time.  According  to 
the  extent  to  which  breaches  of  contract  and  discredit 
may  have  spread,  the  intensity  with  which  they  are 
felt,  and  the  direction  which  they  have  taken,  we  have 
what  is  called  distress,  whether  commercial,  agri- 
cultural, or  manufacturing — a  panic  or  crisis — or,  in 
its  widest  and  most  aggravated  form,  industrial  de- 
rangement. 

For  the  use  of  those  who  have  never  had  an  oppor- 
tunity to  inspect  and  consider  the  extent  of  the  in- 
fluence of  alternations  of  misplaced  credit  and  subse- 
quent discredit  upon  market  prices,  we  shall  attempt  an 
illustration  drawn  from  commercial  life  in  connection 
with  the  corn  trade,  or  more  properly  the  food  trade. 
A  mercantile  firm,  with  a  capital  of  £20,000,  forms,  we 
will  suppose,  early  in  the  autumn  an  opinion  that  the 
supply  of  food  will  be  far  short  of  what  is  generally 
expected.  Enjoying  a  good  credit,  merchants  abroad 
readily  execute  its  orders.  These  orders  go  forth 
simultaneously  from  the  private  counting-house  of  the 
partners  to  many  commercial  marts — to  the  United 
States,  to  Danzig,  to  Hamburg,  and  to  Odessa.  Pur- 
chases are  made  on  account  of  the  firm,  and  bills  of 
exchange  are  drawn  and  duly  accepted.  The  anticipa- 
tions of  the  firm  turn  out  to  be  correct.  The  price  of 
food  rises,  with  slight  intermissions,  all  through  the 
winter  and  spring.  As  the  various  cargoes  arrive  they 
are  sold,  the  bills  are  duly  paid,  new  orders  are  given 
and  executed,  and  more  bills  are  drawn  and  accepted. 
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Flushed  with  success,  coufideut  in  the  prognosti  cs  of 
failure  for  the  forthcoming  crops,  and  grasping  at 
larger  profits,  orders  are  repeated  up  to  April  and 
May,  when  prices  rule  enormously  high.  The  cargoes 
shipped  in  compliance  with  the  later  orders  arrive  in 
July,  August,  and  September.  In  the  intervening 
time,  to  the  great  joy  of  the  community,  harvest 
prospects  had  brightened,  then  harvest  weather  was 
favourable,  and,  lastly,  the  harvest  proved  abundant, 
bringing  the  price  of  wheat  down  from  126*.  and  10s.  a 
bushel  to  Gs.  and  5s.  The  bills  drawn  for  cargoes 
standing  at  the  higher  rates  have  to  be  met,  high  rates 
of  freight  have  to  be  paid  in  consequence  of  the  de- 
mand for  extra  tonnage  to  carry  such  large  quantities 
of  food,  and  the  proceeds  of  the  cargoes  scarcely 
amount  to  one-half  of  what  is  requisite  to  pay  prime 
and  expenses.  True,  there  was  the  profit  at 
the  commencement  of  the  speculation,  and  this  ought 
to  have  been  held  in  reserve  to  guard  against  a 
sudden  and  unexpected  reaction  of  prices ;  but  the 
purchases  kept  gradually  increasing  with  the  excite- 
ment of  continued  success,  and  the  loss  has  to  be 
borne  on  a  value  tenfold  of  that  upon  which  the  early 
profits  were  obtained.  In  the  end,  the  original  capital 
i.s  as  nothing  to  face-  the  immense  balance  of  loss 
resulting  from  the  entire  speculation.  The  latter  bills 
of  exchange  are  dishonoured,  and  the  last  cargoes  of 
nil  are  stopped  in  transit,  the  shippers  securing  what 
they  can  out  of  them  towards  repaying  what  they  had 
disbursed. 

It  may  be  observed  that  commercial  transactions  so 
:<ly  out  of  proportion  to  the  capital  at  command 
quite  unjustifiable.  (.1  ranted.  Nevt-rHiL-less,  we 
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have  but  drawn  a  faithful  picture  of  proceedings 
familiar  to  most  persons  of  much  commercial  ex- 
perience, and  we  wish  to  exhibit  the  consequences 
that  must  inevitably  follow  such  reckless,  conduct. 

"Were  one  of  these  unscrupulous  speculators  to 
stand  alone  among  a  host  of  prudent  and  yet  enter- 
prising dealers  in  corn,  he  would  be  ruined ;  he  would 
inflict  loss  upon  those  with  whom  he  dealt  directly, 
and  inconvenience  and  annoyance  upon  those  who  held 
the  bills  of  exchange  which  he  had  accepted  but  could 
not  pay.  He  would  be  disgraced.  His  name  would 
be  expunged  from  the  commercial  directory,  and  more 
competent  and  trustworthy  men  would  supply  his 
place.  But  let  him  be  one  of  many  like  himself,  deal- 
ing in  all  kinds  of  commodities,  and  trading  all  over 
the  world,  what  a  transition  there  must  be  from  the 
extreme  of  unmerited  credit  given,  to  that  of  merited 
credit  withheld ! 

The  consequences  of  an  abuse  of  credit,  especially 
when  participated  in  by  numbers,  are  so  deplorable 
that  no  pains  ought  to  be  spared  to  trace  its  origin 
and  progress,  and  to  point  out  the  symptoms  by  which 
the  approach  of  industrial  derangement  may  be  sus- 
pected, so  that  preparations  may  be  made  to  avert  or 
to  mitigate  it.  Loanable  capital  may  happen  to  be 
abundant.  There  is  a  temptation  to  be  somewhat 
easy  in  giving  credit.  Merchants  and  dealers,  appa- 
rently deserving  credit,  accept  of  that  which  is  oifered 
to  them.  They  buy  largely  on  credit,  where  they 
formerly  bought  little  for  prompt  payment.  They 
export  more.  Two  causes  are  put  into  activity  to 
raise  prices — more  credit,  with  or  without  bills  of  ex- 
change, performing  the  functions  of  money,  and  an 
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increased  demand  for  goods.  They  also  send  out  more 
orders  than  usual  to  other  countries  for  the  pu; 
of  commodities,  in  payment  of  which  some  of  the 
money  that  can  be  spared  by  the  substitution  of 
credit  in  its  place,  and  more  commodities,  are'  sent, 
and  also  more  credit  is  given ;  and  thus  higher  prices 
arc  established  for  the  time  in  foreign  countries. 
Eventually,  increased  supplies  of  most  commodities 
are  imported.  Commodities  which  had  been  bought 
at  enhanced  prices,  and  transported  at  increased  cost, 
are  sold  at  prices  lower  than  usual.  Many  of  those 
who  have  been  overtrading  on  credit  are  unable  to 
fulfil  their  engagements.  The  holders  of  the  bills  of 
exchange  which  are  due,  but  unpaid,  are  not  prepared 
for  the  emergency.  Others,  who  have  been  in  the 
habit  of  borrowing  or  discounting  in  order  to  make 
their  own  payments,  find  their  bills  rejected,  or  enor- 
mous rates  of  discount  demanded.  They  are  without 
remedy ;  for  lenders  or  discounters  have  become  scarce, 
and  good  bills  are  tainted  with  suspicion.  Credit 
being  contracted,  money  is  scarce,  and  loanable  capital 
is  scarce,  and  the  supply  of  many  commodities  being 
large,  prices  fall  and  the  rate  of  interest  rises,  till  the 
high  rate  of  interest  and  low  range  of  prices  work 
together,  through  the  surrounding  wrecks,  to  provide 
the  remedy — more  loanable  capital  and  more  money. 

In  times  of  ignorance  and  delusion,  and,  among 
ignorant  and  deluded  people  in  our  own  times,  it  has 
been  the  fashion  to  attribute  a  commercial  or  indus- 
trial crisis  to  some  want  of  banking  accommodation 
or  of  Government  assistance,  which,  it  is  assumed,  had 
been  inconsiderately  refused  at  the  approach  of  the 
crisis,  and  not  to  the  remote  cause — the  dishonest  use 
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of  credit,  the  consequences  of  which,  when  once  put 
in  motion,  are  inevitable,  however  much  they  may  be 
deferred.  It  is  on  record  that  insolvent  manufacturers 
with  mortgaged  factories,  raw  materials  bought  on 
credit,  and  the  manufactured  commodity  turned  into 
money  as  fast  as  it  was  got  up,  on  being  refused  assist- 
ance by  the  prime  minister,  have  had  the  audacity  to 
charge  him  with  the  want  and  desolation  of  workmen 
thrown  out  of  employment  through  their  own  mis- 
cciiduct,  and  that  insolvent  merchants,  unable  to  meet 
their  engagements,  have  blamed  the  Bank  of  England 
for  rejecting  their  worthless  bills,  or  for  declining  to 
lend  more  than  a  prudent  regard  for  their  own  sta- 
bility would  justify. 

"We  cannot  take  leave  of  this  subject  without  point- 
ing attention  to  one  circumstance,  indisputable  in 
itself,  and  yet  frequently  overlooked  in  disquisitions 
upon  those  spasmodic  disorders  of  industrial  life  known 
by  the  names  of  agricultural,  manufacturing,  com- 
mercial distress,  crisis,  or  panic,  and  all  of  which  we 
have  intended  to  embrace  under  the  general  term  "  in- 
dustrial derangement."  "Without  the  use  of  credit, 
this  character  of  disorder  would  be  unknown.  If  the 
use  of  credit  were  to  be  discontinued,  the  disorder  in 
question  would  be  got  rid  of.  It  is  no  less  true  that 
the  discontinuance  of  food  would  put  a  stop  to  indi- 
gestion. In  each  case  the  remedy  would  be  worse 
than  the  disease.  To  discontinue  the  use  of  credit 
would  be  to  deprive  industry  of  the  larger  part  of  its 
power.  As  our  only  resource,  in  order  to  sustain 
healthy  life,  is  to  use  food  with  judgment,  so,  in  order 
to  accomplish  industrial  success,  must  we  use  credit 
with  judgment. 
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In  the  use  of  credit,  as  in  the  use  of  every  other  engine 
of  production,  the  losses  from  failure,  as  well  as  the 
fruits  of  success,  rest,  in  the  first  instance,  with  the 
individual  who  undertakes  the  task  of  setting  it  in 
motion.  Secluded  in  his  counting-house,  he  issues  his 
orders  and  commits  his  name  and  capital.  Judgment 
and  conscientiousness .  bring  with  them  a  rich  reward 
in  which  the  community  shares.  Ignorance  and  dis- 
.  honesty  bring  loss  and  disturbance  to  the  commu- 
nity, but  only  through  the  ruin  of  the  culprit  himself. 
Where  the  better  industrial  qualities  are  largely  in 
the  ascendant,  individual  instances  of  misconduct  and 
insolvency  may  occur,  but  industrial  derangement  will 
be  impossible.  Where  these  qualities  are  greatly  want- 
ing, individual  instances  of  misconduct  and  insolvency 
will  be  numerous,  and  periods  of  industrial  derangement 
of  frequent  occurrence. 

Most  certainly,  to  point  out  the  cause  of  a  calamity 
is  not  to  relieve  the  suffering  which  really  constitutes 
the  calamity,  but  it  is  to  show  how  a  recurrence  of  the 
calamity  may  be  prevented.  Enough,  we  think,  has 
been  adduced  to  satisfy  everybody  that  industrial  de- 
rangement must  originate  in  the  misuse  of  credit ;  and 
that  if  we  are  to  look  for  less  industrial  derangement  in 
the  future,  we  must  provide  for  more  knowledge  and 
prudence  by  better  industrial  teaching  and  training  in 
the  present.  Moreover,  since  it  behoves  all  to  be  pre- 
pared to  take  part  in  the  business  of  the  world  as  it  is, 
with  its  fires,  its  storms,  its  droughts,  its  floods,  its 
epidemics,  and  its  bad  ham  sts,  so  also  does  it  behove 
them  to  be  prepared  to  meet  its  ignorant  and  reckless 
use  of  credit  by  vigilance  and  caution,  in  order  not  to 
be  ruined  by  that  misconduct  in  others  which  they 
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are  scrupulous  not  to  practise  themselves,  as  dealer 
to  limit  their  credits,  and  as  labourers  to  guard  by 
economy  against  the  time  when  an  ill-secured  capital 
shall  be  unequal  to  supply  them  with  employment  an 
wages. 


. 


LESSON  XXVII. 

COMBINATIONS,  STRIKES,  AND  LOCK-OUTS. 

THE  connection  between  capital  and  labour,  their 
mutual  dependence,  whether  brought  together  by  the 
same  individual,  or  separately,  one  by  a  capitalist 
and  the  other  by  a  labourer,  and  the  advantages  of 
the  contract  between  the  two,  were  among  the  first  of 
the  phenomena  of  industrial  life  to  engage  our  atten- 
tion. At  the  outset,  and  incidentally  throughout 
these  lessons,  we  have  indicated  the  conditions  which 
must  be  observed  on  the  part  of  capitalists  and  la- 
bourers to  bring  the  contracts  which  they  enter  into 
with  one  another  to  a  favourable  issue  for  them  both. 
"We  will  now  examine  into  the  consequences  of  a  dis- 
regard of  these  conditions,  briefly  recapitulating,  in 
the  first  instance,  some  of  the  conclusions  at  which 
we  arrived  in  the  lesson  on  wages. 

If  the  capital  in  any  country  be  small  compared 
with  the  number  of  labourers,  the  prevailing  wages 
will  be  low.  This  must  be  the  case,  whether  the  capi- 
tal applicable  as  wages  be  distributed  equally  or  une- 
qually among  the  labourers.  If  the  wages  of  some  be 
increased,  the  wages  of  others  will  be  diminished.  A 
general  increase  of  wages,  if  attainable,  will  be  in  the 
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future,  proximate  or  remote,  according  to  the  rapidity 
with  which  the  increase  of  capital  can  be  made  to 
outstrip  the  increase  of  the  number  of  labourers. 
There  is  one  method  of  arriving  at  this  increase  of 
capital,  and  that  is,  to  add  to  the  existing  industrial 
power,  and  no  other  has  yet  been  discovered.  To 
add  to  industrial  power  is  to  increase  knowledge  and 
to  improve  habits,  and  more  particularly  to  be  careful 
that  the  whole  of  the  rising  generation  shall  partici- 
pate in  the  industrial  teaching  and  training  without 
which  industrial  power  is  not  to  be  expected.  The 
means  for  this  industrial  teaching  and  training  of  all 
must  be  provided  by  the  adults  for  the  succeeding 
generation;  and  to  be  provided  of  the  best  quality 
and  in  the  requisite  abundance,  the  desire — the  sense 
of  duty — to  make  the  provision  must  be  felt ;  so  ge- 
nerally felt,  that  the  extra  work  thrown  upon  the  well- 
disposed  to  make  good  the  neglect  of  the  ill-disposed 
shall  be  so  small  as  to  be  easily  executed.  "When 
this,  which  may  be  called  the  sense  of  parental  duty, 
is  felt  widely  and  intensely,  industrial  power,  if  not 
actually  flourishing,  will  soon  flourish ;  capital,  if  not 
large  compared  with  the  number  of  labourers,  will 
soon  become  so,  and  wages,  if  too  low  for  comfortable 
subsistence,  will  soon  be  amply  sufficient  for  a  state 
of  well-being. 

Year  after  year  the  industrial  career  is  opening  to 
new  recruits,  almost  all  commencing  with  serving  an 
apprenticeship  preparatory  to  selling  their  labour,  or 
selling  their  labour  without  an  apprenticeship  for  the 
small  wages  that  it  is  worth ;  all  looking  forward  to 
wages  increasing  with  their  usefulness,  and  soi; 
taining  to  the  rank  of  overlookers  or  superinteu dents 
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of  the  labour  of  others.  The  division  of  labour  and 
the  increasing  development  of  new  methods  of  con- 
ducting business  afford  opportunities  for  selection  of 
employment  suitable  to  almost  every  kind  of  capacity 
and  organization.  Taking  the  first  ten  or  fifteen  years 
of  every  man's  industrial  career,  we  might,  instead  of 
classing  him  among  labourers  or  capitalists,  consider 
him  in  his  pupa  state,  about  to  develope  into  one  or 
the  other,  and  to  nourish  or  fail  in  either  according  to 
his  fitnes-s  for  what  he  undertakes.  "While  in  his  pupa 
state  he  may  at  all  events  be  considered  as  an  impar- 
tial observer,  as  capable  of  examining  and  weighing 
what  kind  of  conduct  in  all  is  best  adapted  to  make 
capital  and  labour  conjointly  produce  as  much  wealth 
as  possible  for  the  general  enjoyment. 

Industrial  proceedings  are  necessarily  under  the 
direction  of  the  capitalists  for  the  time  being.  Capi- 
talists, it  is  true,  call  to  their  aid  superintendents  and 
overseers,  ally  themselves  to  partners  possessing  little 
or  no  capital,  and  lend  their  capital  to  others ;  but 
as  they  make  all  these  contracts  of  their  own  accord, 
and  with  whom  they  please,  they  may  still  be  said  to 
control  the  direction  of  capital.  Their  object  is  to 
earn  the  largest  possible  profit,  and  as  one  of  the 
means  to  that  end  they  buy  labour,  not  of  those 
labourers  who  will  take  the  lowest  wages  in  money, 
but  of  those  who  will  take  the  lowest  wages  compared 
with  the  computed  value  of  their  work.  In  conduct- 
ing their  business,  the  more  energetic  among  them 
invite  labourers  from  other  parts  and  employments, 
always  with  a  view  to  obtain  a  greater  value  in  pro- 
portion to  the  wages  disbursed,  sometimes  by  getting 
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the  same  work  executed  at  lower  wages,  sometimes  by 
getting  the  work  better  done  at  higher  wages.  The 
labourers,  however,  whom  they  engage  in  these  efforts 
to  obtain  a  high  rate  of  profit,  are  attracted  to  their 
service  by  what  is  considered  an  increase  of  wages  ; 
the  labourers  being  pleased,  not  forced  to  quit  one 
employment  for  another. 

When,  in  an  altered  distribution  of  labour,  the  ini- 
tiative is  taken,  not  by  the  capitalists,  but  by  the 
labourers,  their  move  is  to  better  themselves.  But 
they  can  only  persuade  new  employers  to  engage  them 
by  offering  to  do,  for  lower  wages,  the  work  previously 
executed  by  others,  or  to  do  it  better  for  the  same 
wages,  or  to  supply  a  demand  produced  by  the  growth 
of  capital. 

It  thus  appears  that  active  exertions  on  the  part  of 
capitalists  to  get  their  work  better  done  and  at  a 
smaller  cost,  if  successful,  must  result  in  better  wages 
to  some  workmen ;  and  that  active  exertions  on  the 
part  of  labourers  to  obtain  better  wages,  if  successful, 
must  result  in  higher  profits  to  some  capitalists. 

-os  and  profits  distribute  themselves  agreeably 
to  certain  conditions,  and  influences,  as  previously 
noted.  To  leave  these  conditions  and  influences  to  be 
quickened  in  their  operation  by  the  kind  of  exertions 
on  the  part  of  capitalists  and  labourers  which  we  have 
just  described,  has  been  considered  altogether  in- 
adequate for  the  occasion,  not  only  by  talkers  and 
writers  but  by  actors.  And  as  errors  of  judgment 
and  conduct  in  what  concerns  the  very  means  of  sub- 
sistence cannot  fail  to  end  in  grievous  disappointment 
and  suffering,  we  will  examine  some  of  the  suggestions 
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and  of  the  attempts  by  which  it  has  been  proposed  to 
combat  the  evils,  whether  of  low  wages  or  of  low 
profits. 

One  of  the  most  common  forms  of  interference  with 
what  we  may  call  the  natural  tendency  of  wages  has 
been  a  mutual  agreement  among  labourers  to  maintain 
a  certain  scale  of  wages,  or,  among  capitalists,  to  main- 
tain a  certain  scale  of  profit  by  resisting  a  rise  of 
wages.  The  name  given  to  the  attempt  to  interfere 
with  wages  in  this  manner  is  "  combination."  A  com- 
bination may  be  considered  as  the  mitigated  or  more 
passive  form  of  interference.  When  the  interference 
assumes  the  virulent  or  active  form,  as  in  a  simulta- 
neous secession  from  work  by  the  labourers,  or  in  a 
simultaneous  closing  of  establishments  by  the  masters 
— if  the  first,  it  goes  by  the  name  of  "  strike,"  if  the 
second,  it  is  called  a  "  lock-out."  The  active  form  of 
interference,  whether  strike  or  lock-out,  is  admitted 
to  be  an  evil  and  is  resorted  to  with  reluctance  by  both 
parties,  and  is  only  justified  as  being  the  means  of 
averting  a  greater  evil.  Even  the  passive  form  of  in- 
terference— combination — in  the  eyes  of -those  who 
combine  is  not  without  its  drawbacks,  although  they 
are  submitted  to  for  similar  considerations. 

"What,  then,  are  the  results  obtainable  by  the  best 
organized  combinations,  whether  of  labourers  or  capi- 
talists ?  The  practical  consequences  of  the  answer  to 
be  given  to  this  question  are  of  so  great  importance, 
that  any  negligence  in  searching  for  the  true  one 
would  be  unpardonable. 

To  begin  with  a  combination  of  labourers.  Its  pur- 
pose is  to  obtain  or  sustain  a  high  rate  of  wages ;  and 
in  this  purpose  we  cannot  but  sympathise.  One  great 


COMBIXATIOSS,  STRIKES,  A^D  LOCK-OUTS.       223 

object,  indeed,  with  all  who  interest  themselves  in 
industrial  progress  is  to  assist  in  bringing  about  a 
higher  rate  of  average  wages  than  has  ever  yet  pre- 
vailed in  any  country.  Let  us  assume  the  combination 
to  be  formed  in  no  narrow  spirit — to  comprise  all 
labourers  and  to  aim  at  raising  the  wages  of  all.  We 
have  heard  of  proposals  for  a  labour  parliament.  Sup- 
pose one  to  be  elected,  having  for  its  constituents  all 
the  labourers  in  all  the  departments  of  industry.  Its 
power  would  not  be  unlimited.  It  could  not  quicken 
the  speed  at  which  the  earth  travels  in  its  orbit,  nor 
prevent  an  eclipse,  nor  alter  the  weight  of  the  atmo- 
sphere. Could  it  raise  wages  ?  Wages  are  paid  out  of 
wealth.  The  proprietors  of  wealth  hold  it  partly  as  a 
means  of  enjoyment  and  partly  as  a  means  of  profit. 
Could  the  parliament  alter  the  proportions  of  these 
two  parts  ?  The  proposer  of  a  resolution  to  that  effect 
would  scarcely  find  a  seconder  even  in  a  Jabour  parlia- 
ment. Failing  to  increase  that  part  of  wealth  destined 
to  earn  profit — in  other  words,  failing  to  increase 
capital — how  could  wages  be  increased  ?  With  a  fixed 
amount  of  capital,  an  increase  in  the  wages  of  some 
could  only  be  achieved  through  a  diminution  in  the 
wages  of  others.  Future  wages,  as  we  have  seen 
before,  may  be  increased,  not  by  a  labour  parliament, 
but  through  an  increase  of  capital— through  a  gene- 
ration of  men  whose  industrial  attainments  in  propor- 
tion to  their  appetites  are  greatly  in  excess  of  those 
as  yet  developed— a  generation  more  likely  to  be  called 
into  existence  by  the  performance  of  parental  than  of 
parliamentary  duties. 

Confusion  of  this  kind  is  observable  in  the  under- 
standings of  some  people.     They  see,  or  imagine  that 
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they  see,  a  higher  scale  of  wages  maintained  in  some 
departments  of  industry  by  a  successful  combination 
of  labourers  engaged  in  it,  and  they  infer  that  a  like 
effect  would  follow  if  the  combination  were  extended 
to  every  department  of  industry.  Let  us  trace  back 
to  the  source  of  this  confusion.  Our  previous  investi- 
gations have  shown  us  that  the  rates  of  wages  in  dif- 
ferent departments  of  industry  have  a  tendency  to 
adapt  themselves  to  the  supposed  character  of  the 
work  to  be  done  and  of  the  labourers  who  are  to  do 
it.  If  the  wages  prevailing  in  any  one  department  of  in- 
dustry were  for  a  time  either  above  or  below  this  rate, 
labourers  would  either  seek  or  abandon  it.  Accord- 
ingly, a  successful  combination  could  only  mean 
success  in  preventing  the  access  of  other  labourers  to 
the  employment  in  which  the  best  wages  are  to  be 
had.  In  a  general  combination  of  labourers  to  obtain 
higher  wages,  success  is  impossible,  because  the  capital 
out  of  which  the  increased  wages  are  to  be  drawn  does 
not  exist.  In  a  partial  combination  no  such  impossi- 
bility presents  itself,  since  the  increased  wages  seem 
for  some  merely  absorbs  a  larger  share  of  the  capii 
leaving  less  capital  to  be  distributed  among  others. 
However  satisfactory  sucli  a  combination  might  appear 
to  the  labourers  engaged  in  it,  to  the  labourers  excluded 
by  it  from  improving  their  circumstances  the  combi- 
nation would  be  a  subject  of  complaint  and  irritation, 
and  which,  as  far  as  in  them  lay,  they  would  strive  to 
conquer  or  circumvent.  Dispassionate  lookers-on 
would  discover  nothing  in  it  worthy  of  commendation 
or  encouragement.  Certainly,  the  section  of  labourers 
comprised  in  such  a  combination,  however  much  they 
might  congratulate  one  another  on  their  material 
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vantage-ground,  would  have  nothing  to  boast   of  in 
their  moral  position. 

But  we  arc  not  quite  sure  that  even  this  partia'i 
•ess — if  success  it  is  to  be  called — was  ever  really 
attained  by  a  combination.  "Wages  adapted  to  the 
work  and  workmen  are  not  the  wages  aimed  at  by  a 
combination.  Those  wages  maintain  themsel 
Wages  above  that  rate  are  the  wages  of  a  siicvosful 
combination.  For  the  purpose  of  examination,  we  will 
suppose  a  combination  producing  and  maintaining  a 
higher  rate  of  wages  to  have  been  organized  among  a 
body  of  workmen  in  some  particular  place — say,  for 
example,  among  the  shipwrights  of  Bristol.  The  cost 
of  ship-building  would  then  be  greater  at  Bristol 
than  elsewhere.  But  a  shipowner  would  not  give  more 
for  Bristol  ships  than  for  equally  good  ships  built  else- 
vrhi-re.  Where  other  shipbuilders  earned  a  profit, 
the  Bristol  shipbuilders  would  earn  less,  or  perhaps 
sustain  a  loss.  In  such  a  state  of  things,  capital,  the 
source  of  wages,  would  recede  from  the  Bristol  build- 
ing-yards to  promote  ship-building  in  other  parts. 
The  leaders  of  combinations  have  been  acute  enough 
to  observe  this  consequence  of  a  local  combination, 
and  have  deputed  delegates  to  organize  similar  com- 
binations throughout  the  kingdom. 

Again,  let  us  suppose  a  temporary  success  to  have 
been  achieved  by  this  extended  combination,  and  that 
shipwright-labour  js  paid  for  more  dearly  in  propor- 
tion to  its  merits  than  any  other  labour.  It  would 
be  a  great  mistake  to  fancy  that  all  the  consequences 
of  the  combination  had  been  noted,  if  we  were  to  stop 
here.  There  are  others  yet  to  follow.  The  price  of 
ships  must  rise  in  proportion  to  the  rise  of  wages,  to 
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remunerate  tlie  capitalists  engaged  in  building  them 
and  all  this  time,  be  it  observed,  the  combination,  tc 
be  successful,  must  keep  out  other  artisans,  whc 
would  gladly  "undertake  the  same  work  for  lowei 
wages,  as  a  means  of  bettering  themselves. 

The  combination  has  yet  other  difficulties  to  grapple 
with.  Ships  have  risen  in  value ;  that  is  to  say,  otm 
commodities  have  fallen  in  value  measured  in  ships 
built  in  England.  These  commodities  may  be  ex- 
ported and  exchanged  for  ships  built  in  America  or 
other  foreign  parts.  Capital,  the  source  of  wages, 
would  leak  out  of  the  ship-building  business,  and  trickle 
into  spinning,  weaving,  and  mining  industry.  This 
redistribution  of  capital,  by  diminishing  the  demand 
for  labour  in  ship -building  and  by  increasing  the 
demand  for  labour  in  other  departments  of  industiy, 
would  prove  a  formidable  obstacle  to  the  success  of  the 
combination  to  raise  the  wages  of  ship-wright  labour. 
There  can  be  no  doubt  but  that  the  combination  would 
succumb  before  it,  unless  the  combination  could  be  so 
extended  as  to  embrace  within  itself  the  labourers 
in  every  branch  of  industry.  But  the  proposal  to 
check  the  tendency  to  rise  in  the  lower  wages  and  tc 
fall  in  the  higher  wages,  from  this  obstinate  tendency 
in  capital  to  flow  towards  the  more  profitable  employ- 
ment, by  making  the  combination  general,  has  already 
been  examined.  "We  know  of  no  parallel  to  such  a 
proposal,  unless  it  be  the  proposal  once  seriously  made, 
to  secure  all  the  prizes  in  a  lottery  by  buying  up  all 
the  tickets,  it  being  self-evident  that  the  sum  of  all 
the  prizes  must  be  short  of  the  aggregate  cost  of  all 
the  tickets. 

It  may  be  asked,  mournfully  or  fiercely,  in  tones  of 
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-ondency  or  of  menace,  whether  labourers  are  never 
^?ape  from  the  oppression  of  their  masters.     The 
wish  to  escape,  except  as  a  figure  of  speech,  can  never 
se  where  there   is  no  power  to  detain.     A  slave- 
holder or  a  despot  may  oppress,  or  a  jailor  may  con- 
fine, but  the  worst  that  a  capitalist  can  do  is  to  refuse 
to  bargain  for  wages  at  all,  or  for  as  high  wages  as  are 
i.anded,  leaving  the   labourers   to   look   for  more 
favourable  bargains  in  other  quarters.     In  reality,  the 
alists  are  quite  as  dependent  upon  the  labourers 
for  their  profits,  as  the  labourers  are  upon  the  capitalists 
for  wages. 

A  general  combination  among  capitalists  to  keep 
down  wages  is  a  monstrosity  no  less  gigantic  in  its 
dimensions  than  a  general  combination  to  keep  up 
wages.  If  a  general  combination  of  capitalists  meant 
n  general  destruction  of  capital,  wages,  of  course,  would 
disappear.  If  it  meant  a  partial  destruction  of  capital, 
wages  would  fall.  The  attempt  to  give  form  and  sub- 
stance to  such  a  spectral  illusion  as  a  general  combi- 
nation, so  as  to  be  able  to  grapple  with  it,  proves  it 
to  be  a  mere  creature  of  the  imagination.  A  combi- 
nation of  capitalists  shrinking  from  the  destruction  of 
their  own  capitals  is  impotent  to  reduce  wages ;  and 
capitalists  combining  to  destroy  their  capitals  may  be 
talked  and  written  and  dreamed  of,  but  have  never 
been  met  with. 

If  we  turn  from  a  general,  to  a  partial  combination 
of  capitalists  in  some  one  department  of  industry,  and 
•se  them  to  be  successful  for  awhile   in  keeping 
down  the  wages  of  the  labourers  in  their  employment; 
two  influences  would  be  at  work  to  break  up  the  com- 
bination— the  flow  of  more  capital  into  that  depart  - 
Q  2 
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ment  of  industry,  attracted  by  the  higher  rate  of  profit, 
and  the  departure  of  some  of  the  labourers  in  search 
of  better  wages  in  other  quarters. 

So  long  as  combinations  retain  the  passive  form, 
whether  they  be  of  labourers  to  procure  a  higher  rate 
of  wages,  or  of  capitalists  to  establish  a  lower  rate  of 
wages,  they  are  a  waste  of  the  time  and  labour  applied 
to  organize  them,  and  utterly  powerless  to  accomplish 
the  purpose  d«sired.  When  anger  and  disappointed 
hopes  rouse  them  into  activity,  we  have  strikes  and  lock- 
outs. As  a  strike  means  a  refusal  to  work  except  for 
wages  which  employers  either  will  not  or  cannot  give,  a 
general  strike  must  mean  an  entire  cessation  from 
labour  by  those  who  are  compelled  to  sell  their  labour. 
A  cessation  from  labour  is  a  cessation  from  repro- 
ducing while  consumption  is  proceeding.  The  wealth- 
less  perish  at  once,  unless  supported  out  of  the  wealth 
of  the  wealth-possessors.  Those  who  possess  little  wealth 
linger  awhile,  and  those  who  possess  most  wealth 
survive  the  others.  Perchance,  a  general  scramble 
or  plunder  might  intervene  to  bring  to  a  nearer  con- 
clusion such  insane  conduct,  and  blot  a  race  of  suicidal 
idiots  out  of  existence.  It  would  be  unjust  to  work- 
men out  on  strike  to  assume  that  they  do  not  see  as 
well  as  feel  the  evil  of  what  they  are  doing.  They 
justify  and  console  themselves  in  the  belief  that  they 
are  enduring  a  present  evil,  small  in  comparison  with 
the  future  good  to  be  gained.  Having  combined  to 
obtain  higher  wages  and  failed  to  persuade,  they  strike, 
in  order  to  intimidate ;  but  neither  persuasion  nor 
intimidation  can  accomplish  an  impossibility.  We 
may  grant  that  wages  are  lower  than  we  like,  and  may 
long  to  have  them  raised.  In  like  manner,  the  crew 
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and  passengers  of  a  ship,  with  sixty  days'  navigation 
in  prospect  before  a  port  can  be  reached,  and  only  thirty 
days'  provisions  on  board,  might  think  that  they  had  too 
little  to  cat  and  might  long  for  more ;  but  they  would 
scarcely  think  of  imploring  or  threatening  the  captain, 
whose  painful  duty  it  was  to  put  them  on  half-allow- 
ance ;    still  less   would   they   think   of  engaging    in 
mutiny  or  in  a  conspiracy  to  pilfer  the  ship's  stores. 
"When  average  wages  are  low  in  any   country,   the 
people  may  be  said  to  be  on  unavoidable  short  allow- 
ance ;  there  is  a  privation  to  be  endured  till  a  port 
can  be  reached.     A  people  placed  in  such  a  predica- 
ment, if  they  would  succeed  in  bettering  their  condi- 
tion, must  combine  with  order,  respect  of  property,  and 
resignation,  so  as  not  to  aggravate  present  suffering,  a 
determination  to  exercise  every  industrial  faculty,  in 
order  to  shorten  the  period  of  privation,  and  to  pre- 
vent the  recurrence  of  another. 

If  an  increase  of  wages  should  follow  a  strike,  or  a 
decrease  of  wages  should  follow  a  lock-out,  there  are 
people,  we  know,  who  would  tell  us,  in  either  case,  that 
the  occurrence  was  the  effect  of  this  one  antecedent. 
This  would  merely  be  another  instance  of  that  facile 
though  dangerous  process  of  assuming  inferences  in- 
stead of  building  them  upon  evidence.  In  matters  of 
such  vital  importance  we  cannot  put  up  with  unsup- 
ported assertion  ;  we  must  endeavour,  through  a  care- 
ful investigation,  to  separate  from  among  all  the 
antecedents  those  which  are  really  the  causes  of  the 
effect  to  which  our  attention  is  directed,  whether  for 
tin*  purpose  of  preventing  or  promoting  it.  "Wages, 
it  is  undeniable,  have  been  known  to  rise  after  a  strike  ; 
but  they  have  also  been  known  to  fall.  Could  a  strike 
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produce  two  such  opposite  effects  ?  A  body  of  work- 
men on  strike  may  find  other  masters  ready  to  employ 
them  on  better  wages  than  they  had  been  receiving ; 
and  they  will  of  course  allow  themselves  to  be  absorbed 
into  other  establishments.  But  if,  when  out  on  strike, 
they  cannot  find  other  masters  able  to  employ  them, 
except  at  less  than  their  former  wages,  they  will  hang 
on,  hoping  to  be  re-engaged  by  their  former  masters. 
The  same  state  of  things  which  makes  it  difficult  for 
them  to  get  new  employment,  makes  it  easy  for  the 
masters  against  whom  they  chose  to  strike  to  engage 
other  labourers  in  their  place.  As  in  this  latter  case 
the  strike  must  be  admitted  to  be  ineffective,  so  in  the 
former  it  is  scarcely  less  plain  that  the  increased  wages 
are  attributable  not  to  the  strike,  but  to  the  existence 
for  a  time  of  a  lower  rate  of  wages  in  one  business 
rhan  that  which  prevailed  elsewhere.  If  no  strike 
were  resorted  to,  but  individual  labourers,  as  the  op- 
portunity offered,  quitted  the  under  for  a  higher  paid 
business,  the  wages  of  those  who  remained  would  be 
raised,  and  the  good  object  would  be  gained  without  a 
strike ;  and  if  the  individual  labourers  on  the  look-out 
for  increase  of  wages  could  not  succeed  elsewhere, 
and  kept  to  the  wages  which  they  had,  inadequate  as 
they  thought  them,  their  low  wages  continuously 
earned  would  be  preferable  to  the  no-wages  of  a 
strike. 

On  the  other  hand,  if  a  number  of  masters  bent 
upon  reducing  wages,  either  because  they  could  not 
sffbrd  to  pay  so  much,  or  because  they  thought  their 
rate  of  wages  beyond  what  was  being  paid  by  others, 
resorted  to  a  lock-out,  on  finding  their  labourers  re- 
fractory, what  would  be  the  consequence?  If  the 
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lockcd-out  labourers  could  not  find  as  good  wa^cs 
:iio  low  wages  against  which  they  had 
fought,  they  would  he  driven  to  give  iu  to  the  low 
wages  of  their  former  employers,  as  the  best  wages 
'.able.  But  if  they  could  readily  obtain  better 
elsewhere,  the  lock-out  masters  -who  could 
afford  to  pay  the  wages  which  they  had  atte 
thus  forcibly  to  reduce,  would  be  themselves  driven  to 
submit  to  the  demands  of  the  workmen;  and  those 
lock-out  masters  who  could  not  afford  to  pay  such 
wages,  would  have  to  closo  concerns  which  they  were 
incompetent  to  conduct  profitably.  But  the  same 
results  would  be  arrived  at,  only  with  less  suffering, 
were  there  to  be  no  thoughts  of  a  lock-out,  but  simply 
a  closing  of  those  works  which  cannot  be  profitably 
continued  at  the  prevailing  wages,  and  a  cheerful  ac- 
quiescence with  prevailing  wages  in  works  that  can  be 
profitably  continued. 

These  reflections  lead  irresistibly  to  the  conviction 
that  strikes  and  lock-outs  are  much  more  than  great 
evils — they  are  great  mistakes.  Viewed  as  embracing 
the  whole  industrial  community,  they  can  only  be  a 
self-imposed  determination  not  to  replace  wealth  while 
its  consumption  is  proceeding — a  self-condemnation  to 
future  starvation.  Viewed  as  embracing  special  or 
local  branches  of  industry,  their  effects  are  greatly 
modified.  In  reality,  as  must  be  evident,  a  strike  and 
a  lock-out  are  as  nearly  as  possible  one  and  the  same 
thing  under  different  names,  which  indicate  merely  the 
difference  of  the  p-u-ties  with  whom  it  originates. 
"While  the  men  oat  of  work  receive  no  wages,  and  live 
upon  their  savings  or  upon  the  gratuitous  contribu- 
tions of  those  who  sympathise  with  them,  they  are  in 
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reality  aiding  to  reduce  future  wages  by  diminishing 
the  accumulation  out  of  which  new  capital,  the  only 
source  of  wages,  may  be  formed.  "While  the  masters 
out  of  work  are  earning  no  profit  of  their  own,  their 
whole  capitals  are  not  idle— only  that  portion  of  them 
which  forms  the  plant  or  fixed  capital ;  the  other  por- 
tion being  lent  for  the  time  to  other  capitalists,  who 
pay  interest  for  its  use.  Of  course  this  interest  can 
bear  but  a  small  proportion  to  the  whole  profit  sus- 
pended, the  larger  part  of  which,  in  a  successful  con- 
cern, is  the  remuneration  for  the  industrial  capacity 
which  conducts  it. 

In  judging  of  combinations,  strikes,  and  lock-outs, 
we  have  confined  ourselves  to  purely  industrial  con- 
siderations, which  are  quite  sufficient  to  convince  us 
that  an  intelligent  people  will  never  attempt  to  in- 
crease their  wages  or  profits  through  such  means.  It 
need  scarcely  be  added  that  neighbourly  feeling,  mutual 
sympathy  and  attachment,  and  all  the  kindlier  impulses 
of  our  nature,  coincide- with  intelligence  in  recommend- 
ing the  avoidance  and  discountenance  of  efforts  such 
as  these,  fraught  as  they  ever  must  be  with  bitterness, 
disappointment,  and  misery.  In  exploring  the  con- 
ditions of  industrial  success,  and  tracing  them  through 
all  the  complications  in  which  at  times  they  may  seem 
to  be  involved,  there  are  certain  great  facts  of  which 
we  ought  never  to  lose  sight.  The  average  share  of 
wealth  falling  to  each  member  of  society  is  determined 
by  the  quantity  of  wealth  divisible  among  all  the 
members.  "Where  that  average  share  is  insufficient 
for  well-being  no  relief  for  the  present  is  to  be  found, 
except  in  resignation  and  kind  consideration  for  one 
another's  wants;  nor  for  the  future,  except  in  im« 
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proved  industrial  capacity  to  produce  more  than  is 
consumed.  This  increase  of  production  will  be  dis- 
tributed among  labourers  and  capitalists,  and  the 
reward  of  each  will  be  in  proportion  to  the  efficacy 
with  which  he  contributes  to  the  general  good.  Let, 
then,  two  means  of  amelioration  be  resolutely  aimed 
at — resignation  to  the  present  privation  which  is  un- 
avoidable, and  a  stern  resolution  to  observe  and  act 
up  to  the  conditions  of  industrial  success,  so  that 
there  may  be  less  call  for  resignation  in  the  future- 
After  the  lapse  of  a  few  years  of  such  thoughts  and 
conduct,  there  will  be  little  temptation  and  less  dis- 
position to  engage  in  combinations,  strikes,  or  lock- 
outs. 


LESSOX  XXVIII. 

TAXATION. 

"WE  may  now  consider  ourselves  prepared  to  enter  upon 
the  consideration  of  the  means  that  have  been  devised 
and  the  measures  that  have  been  adopted  for  uphold- 
ing "protection  of  property." 

There  is  and  long  has  been  a  feeling  very  prevalent 
throughout  the  more  civilized  portions  of  the  globe, 
that  each  individual  ought,  as  far  as  possible,  to  be 
secured  in  the  enjoyment  of  the  wealth  which  he  has 
produced ;  that  he  ought  to  be  at  liberty  to  dispose  of 
it  in  the  way  of  exchange,  of  loan,  or  of  gift  as  he 
pleases  ;  and  that  he  ought  to  be  protected  agaiust  all 
attempts,  whether  violent  or  fraudulent,  to  dispossess 
him,  against  his  will,  of  the  wealth  of  which  he  is 
lawfully  possessed.  In  all  countries  tolerably  advanced 
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in  civilization,  law  may  be  said  to  bo  the  embodiment 
of  the  will  of  society — the  expression  of  what  is  deemed 
to  be  most  conducive  to  the  well-being  of  society; 
a  notification  of  the  conduct  that  it  is  prepared  to 
permit  and  encourage,  and  of  the  conduct  that  it  is 
determined  to  forbid  and  discountenance. 

Among  the  means  at  our  disposal  for  promoting  the 
conduct  which  the  intelligent  and  the  good  agree  in 
considering  to  be  most  conducive  to  the  general  well- 
being,  there  are  not  any  to  be  compared  with  those 
which  we  may  call  the  "educational."  The  prevalence 
of  good  laws  in  any  country  is  itself  an  indication  of 
the  sound  opinion  and  wise  conduct  that  prevail,  and 
out  of  which  the  good  laws  proceeded.  If  these  good 
laws  are  to  continue,  the  intelligent  in  thought  and 
wise  in  action,  in  whom  they  originated,  must  be, 
above  all  things,  careful  that  their  good  qualities  be 
handed  down  to  the  generation  about  to  succeed  them. 
If  the  good  laws  are  to  be  improved,  (and  where  are  the 
laws  which  are  not  susceptible  of  improvement  ?)  our 
hopes  must  rest  on  the  exertions  of  the  intelligent  and 
the  wise  not  simply  to  hand  down  their  own  good  quali- 
ties, but  to  make  the  intellectual  and  moral  teaching 
and  training,  through  which  they  are  to  be  imparted, 
the  fruitful  seeds  of  yet  better  qualities,  and  more  uni- 
formly irreproachable  conduct.  This  dependence  for 
improfed  well-being  of  each  succeeding  generation 
upon  the  preceding  one  seems  incontestable,  and  if  so, 
there  can  be  no  doubt  of  what  is  the  duty  of  the  pre- 
ceding to  the  succeeding  generation.  It  may  empha- 
tically be  called  the  parental  duty,  because  there  can  b<- 
little  hope  that  this  duty  will  ever  be  satisfactorily  • 
performed  till  every  parent  is  impressed  with 
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right    feeling    of    what    he    owes   to    his   own    off- 
spring. 

As  heretofore,  we  shall  confine  ourselves  as  much 
as  possible,  in  considering  the  means  of  securing  acqui- 
escence and  respect  for  the  rights  of  property,  and, 
where  acquiescence  and  respect  fail,  of  enforcing 
obedience  to  the  laws  which  establish  those  rights,  to 
purely  industrial  considerations.  It  is  manifest  that 
if  by  education  a  clear  perception  of  the  benefits  of  the 
institution  of  property  could  be  universally  imparted, 
and  a  love  and  respect  for  the  institution  inspired, 
while  habits  were  communicated  leading  to  an  observ- 
ance of  the  conditions  of  industrial  success  as  a  means 
of  acquiring  wealth,  the  difficulty  would  be  solved. 
All  inquiry  as  to  other  means  of  defending  the  rights 
of  property  would  be  superfluous.  Unfortunately, 
education  has,  up  to  this  time,  been  very  imperfectly 
directed  to  the  teaching  of  the  conditions  of  industrial 
success,  or  to  training  in  the  observance  of  those  con- 
ditions. How  far  it  may  succeed,  so  as  to  enable  us  to 
dispense  with  other  means  of  maintaining  the  rights 
of  property,  we  are,  in  our  present  state  of  inexperience, 
incompetent  to  determine.  Meanwhile,  keeping  our 
eyes  open  to  the  actual  state  of  things  in  the  world, 
examining  all  suggestions  in  reference  to  this  state, 
and  conducting  all  our  investigations  so  as  to  preserve 
what  is  good,  correct  what  is  bad,  and  introduce  im- 
provement, let  us  pass  on  to  the  means,  other  than 
educational,  that  are  in  use,  or  that  are  called  for  in 
order  to  maintain  the  rights  of  property. 

There  is  one  IV  ;;nJs  the  rights  of  property, 

which  cannot  be  disputed.     Requiring,  as  we  do,  to 
have  this  fact  before  us,  it  need  but  to  be  stated  to  be 
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generally  admitted.     Among  all  the  communities  into 
which  mankind  is  divided  at  the  present  time  (and  to 
the  past  there  is  no  occasion  to  refer),  not  one  is  to  bo 
found  which  does  not  include  among  its  own  members 
a  considerable  number  who  are  only  deterred  from 
infringing  the  rights  of  others  by  the  fear  of  being 
effectually  resisted,  or  of  being  punished  if  successful ; 
there  is    not  one    which  would  not  have    reason  to 
apprehend  invasion,  if  thought  to  be  unprovided  with 
the  means  of  self-defence,  or  to  be  wanting  in  the 
ability  and  courage  to  use  them  ;  there  is  not  one  where 
ignorance,  carelessness,  and  dishonesty  in  making  and 
interpreting  contracts  would  not  occasion  disturbance 
and  unsettle  industrial  operations,  if  not  brought  under 
the  control  of  courts  of  law.     Under  these  circum- 
stances, however  good  the  time  may  be  that  is  coming, 
our  present  and  urgent  needs  must  be  attended  to. 
Burglars  and  swindlers  should  be  impressed  as  much 
as  possible  with  the  feeling  that  their  attempts  to 
infringe  the  rights  of  property  will  be  vain ;  at  all  events, 
they  must  be  resisted.    It  should  be  made  known  to 
turbulent  and  rapacious  neighbours  that,  with  abun- 
dance of  wealth,  there  is  an  equal  abundance  of  courage, 
skill,  and  organization  to  defend  it.     And  wThere  crime 
is  suspected  or  rights  disputed,  functionaries  qualified 
to  investigate  evidence  and  to  form  judgments  should 
be  appointed  for  the  purpose,  and  all  the  force  of  the 
community  should,  if  required,  be  at  their  command  to 
enforce  obedience  to  their  decisions. 

To  supply  all  these  requisites  of  industrial  suc- 
cess is  the  business  of  what  we  call  "  government." 
Government,  viewed  as  an  offshoot  of  the  division  of 
labour,  supplies  more  cheaply  and  successfully  than 
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could  be  supplied  by  any  other  means  that  protection, 
without  which  all  industrial  operations  would  speedily 
be  brought  to  a  stand-still.  As  farmers  buy  their 
implements,  and  mrmufucturers  buy  their  raw  mate- 
rial, because  in  so  doing  they  can  best  apply  their 
capital  and  labour  in  producing  what  they  wish  to 
tako  to  market,  so  do  they  buy  their  protection  rather 
than  ajttempt  to  protect  themselves.  Or  if  we  fancy 
each  member  of  society  weighing  his  various  wants  in 
the  order  of  their  urgency,  and  his  means  of  supplying 
them  through  the  medium  of  the  money  in  which  he 
receives  his  income,  protection  would  stand  very  high 
in  the  list  of  necessaries  that  he  would  be  anxious  to 
purchase. 

No  sooner  do  we  arrive  at  the  conviction  that  the 
various  duties  of  government  will  be  most  cheaply 
and  efficiently  performed  by  functionaries  vrho  devote 
themselves  specially  to  the  performance  of  those  du- 
ties, than  we  also  perceive  the  necessity  of  buying  the 
services  of  those  who  are  to  perform  them.  Their 
services  are  to  be  estimated  and  paid  in  money,  as 
being  the  most  convenient  form  of  remuneration  for 
them  to  receive ;  and  the  contributions  for  the  pur- 
pose are  drawn  from  the  various  wealth-possessors  of 
the  community  in  money,  as  being  the  most  convenient 
mode  of  collecting  and  estimating  each  person's  quota. 
The  various  means  of  collecting  the  money  for  go- 
vernment purposes  are  designated  by  the  general  term 
"  taxation."  Many  are  the  ways  in  which  taxes  have 
been  raised.  And  having  agreed  that  the  protection 
for  which  taxation  is  needed  is  a  condition  of  indus- 
trial success,  let  us  endeavour  to  ascertain  the  effect 
of  different  methods  of  taxation  upon  industrial  ope- 
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rations.  Under  no  form  can  taxation  in  itself  be  con- 
sidered a  good ;  it  is  a  payment  for  a  good,  and  it 
ought  to  be  cheerfully  made,  on  account  of  the  valuable 
return  to  be  obtained  for  the  purchase-money.  "We 
shall  do  well,  however,  to  inquire  which  among  all 
the  methods  of  raising  taxes  are  those  that  occasion 
the  smallest  privation  or  inconvenience,  in  return  for 
the  protection  which  they  are  the  means  of  procuring. 
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THERE  is  one  kind  of  tax — that  levied  on  commodities 
imported  into  a  country — called  a  "  customs  "  tax, 
which  has  perhaps  been  adopted  more  uniformly 
than  any  other  in  all  countries.  This  is  very  fre- 
quently combined  with  another  tax — that  on  commo- 
dities grown  or  manufactured  at  home— called,  in  this 
country,  an  "  excise"  tax.  The  taxes  on  tea,  sugar, 
wine,  foreign  spirits,  and  tobacco  may  be  enumerated 
among  the  customs  taxes.  Those  on  malt,  British 
spirits,  paper,  and  hops  may  be  enumerated  among 
the  excise  taxes.  The  method  of  levying  these  taxes 
is  not  to  permit  the  withdrawal,  for  the  purpose  of 
consumption,  of  the  commodities  subject  to  the  tax  by 
the  importers,  growers,  manufacturers,  or  purchasers 
of  them  till  the  tax  is  paid.  In  order  to  judge  cor- 
rectly of  the  effect  of  taxes  thus  levied,  let  us  repre- 
sent to  ourselves  what  must  be  the  state  of  things 
antecedently  to  their  imposition.  Having  done  this 
in  respect  to  any  one  commodity — tea,  for  example— it 
will  be  done  for  all ;  as  may  be  seen  at  a  gknce. 


•IECT    TA  239 

If  we  were  to  stri\  rage  price  of  tea  paid  by 

the  consumers,  taking  a  sufficient  number  of  years  in 
order  to  neutralize  disturbing  influences,  and  were 
then  to  ask  ourselves  why  the  price  was  neither  higher 
nor  lower,  our  answer  would  be  that  the  fact  of  the 
continuance  of  the  importation  sufficed  to  prove  that 
the  importers  had  been  remunerated,  and  that  the  fact 
of  its  not  having  been  increased  sufficed  to  prove  that 
the  importers  had  not  been  more  than  remunerated  by 
the  price  at  which  they  had  made  their  sales.  Taking 
this  price  at  1$.  Gd.  per  pound,  and  then  supposing  a 
customs  tax  of  Is.  Gd.  per  pound  to  be  imposed  upon 
tea,  the  person  who  paid  that  tax  to  the  collector  of 
customs,  whether  importer  or  tea-dealer,  in  the  routine 
of  his  business,  would  charge  it  to  those  who  bought 
the  tea  for  consumption.  The  price  to  the  consumers 
would  then  be  3*.  instead  of  Is.  Gd.  per  pound.  It 
appears,  accordingly,  whoever  may  be  the  party  that 
advances  the  customs  tax  to  the  customs  collector, 
the  consumer  of  the  taxed  commodity  will  have  to  pay 
the  tax. 

It  may  be  objected  to  this  that,  as  market  prices  are 
settled  by  supply  and  demand,  and  as  the  increased 
price  charged  to  consumers  might  cause  the  demand  to 
fall  off,  while  the  supply  was  undiminished,  the  price 
of  the  tea,  duty  included,  would  not  be  maintained  at 
3*.,  in  which  case  some  portion  of  the  tax  must  fall 
elsewhere  than  on  the  consumer.  We  will  examine 
closely  into  the  consequences  of  this  presumed  diminu- 
tion of  demand.  It  might  exhibit  itself  in  a  most 
impressive  form.  The  aversion  of  the  public  to  the 
.light  be  so  strong  that  they  would  not  pay  more 
than  the  Is.  Gd.  to  which  they  had  been  accustomed. 
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Under  such  circumstances,  the  very  stock  in  warehouse 
awaiting  the  customs  permit  to  pass  into  consumption, 
and  all  the  cargoes  on  the  way,  would  have  to  be  re- 
exported  to  enable  the  merchants  to  obtain  something 
in  mitigation  of  their  loss,  and  they  would  cease  to 
import  more  tea,  and  would  divert  their  capital  to 
some  remunerative  business.  Nobody  would  pay  the 
tax;  but  no  revenue  would  be  obtained  by  it  for 
Government.  The  only  effect  of  so  ill-judged  a  tax 
would  be  to  lop  off  one  of  the  enjoyments  of  the 
people.  The  imposition  of  a  customs  tax  is  generally 
attended  by  a  diminution,  not  by  a  cessation  of  de- 
mand. The  demand  might  decline — say  to  two-thirds 
of  its  former  amount.  And  to  allow  its  fidl  weight 
to  the  objection  raised,  we  may  assume  that  this 
diminished  demand,  in  relation  to  a  supply  adapted  to 
a  greater  demand,  would  prevent  the  price  from  rising 
to  85.,  and  would  check  the  rise,  we  will  say  at  2s.  9J. 
After  paying  Is.  6d.  customs  tax,  the  importers  would 
retain  out  of  this  price  no  more  than  Is.  3d.  A  re- 
export would  perhaps,  after  paying  all  charges,  leave 
them  less  than  Is.  3d. ;  in  which  case  their  only  alter- 
native is  to  sell  at  a  loss,  or  to  withhold  their  supplies 
from  market.  The  necessities  of  their  position  will 
compel  some  to  sell.  But  no  merchant  will  send  out 
to  purchase  and  import  tea  which  he  does  not  anticipate 
to  be  able  to  sell  at  3s.,  duty  paid,  or  at  Is.  6d., 
leaving  the  dealer  to  pay  the  duty. 

It  may  be  urged  that  there  are  other  effects  of  the 
diminished  demand  which  yet  require  to  be  examined. 
The  transmission  of  fewer  orders  to  purchase  tea  in 
China,  by  diminishing  the  demand  there,  would  cause 
the  price  to  fall  there,  and  thus  in  reality  compel  the 
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Chinese  to  contribute  to  the  payment  of  our  taxes. 
But  an  oversight  is  committed  here,  the  correction  of 
which  entirely  dissipates  this  objection.  The  averago 
price  at  which  the  Chinese  sold  their  tea  previous  to 
the  fall  of  prices  on  our  side  was  no  more  than  com- 
mensurate with  their  cost  of  production,  otherwise 
larger  quantities  of  tea  would  have  been  brought- 
to  market  ;  and,  accordingly,  even  if  the  Chinese 
growers  should  be  compelled  to  succumb  awhile  to 
the  consequences  of  a  sudden  diminution  of  demand, 
their  future  supplies  would  be  diminished;  till  they 
were  so  proportioned  to  the  diminished  demand  as  to 
obtain  for  the  growers  the  former  price,  i.  e.  one  com- 
mensurate with  the  cost  of  production. 

AVhile,  therefore,  we  need  not  dispute  that  a  customs 
tax  may  be  very  injudicious,  may  wantonly  contract 
enjoyment,  or  give  a  different  direction  to  industrial 
enterprise,  we  shall  be  warranted  in  affirming  that  it 
will  be  paid,  not  by  the  dealer,  not  by  the  importer, 
not  by  the  foreign  producer,  but  by  the  consumer  of 
the  taxed  commodity.  This  conclusion,  which  seems 
to  us  inevitable,  and  the  grounds  of  which  each  student 
should  examine  for  himself,  has  long  been  so  far  ac- 
cepted as  to  have  procured  for  customs  and  excise 
taxes  a  common  appellation,  to  distinguish  them  from 
other  taxes  which  we  shall  notice  shortly.  They  have 
called  "  indirect  taxes."  The  consumer  of  the 
taxed  commodity  really  pays  the  tax ;  while  tho  party 
who  seems  to  pay  it,  in  reality  only  makes  the  advance 
for  which  he  is  enabled  to  reimburse  himself. 

As  wr  have  already  observed,  all  taxes,  consi 
apart  from  the  blessing  of  protection,  which  could  not 
be  procured  without  them,  aro  cvilrf.     In  proceeding, 
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therefore,  to  point  out  the  evils  inseparable  from  in- 
direct taxes,  we  do  not  call  for  their  condemnation; 
that  could  only  be  warranted  after  having  pointed  out 
some  less  objectionable  taxes  as  substitutes  for  them. 
Since  whatever  may  be  the  annoyances  and  inconveni- 
ences inseparable  from  indirect  taxes,  they  must  be 
preferred  to  greater  annoyances  and  inconveniences, 
and  to  that  greatest  of  all,  "  want  of  security." 

The  annoyances  and  inconveniences  inseparable 
from  the  customs  taxes  are,  the  obstructions  to  rapi- 
dity and  cheapness  of  commercial  intercourse,  and  the 
frequency  of  frauds,  to  the  detriment  of  the  revenue 
and  to  the  discouragement  of  the  honest  trader.  To 
these  must  be  added  the  expense  unavoidable  in  col- 
lecting the  customs  taxes,  arising  out  of  the  number 
of  officers  on  shore  and  afloat,  and  of  the  buildings  and 
vessels  to  assist  them  in  the  efficient  discharge  of  their 
duties.  Every  evil  that  is  attendant  upon  the  collec- 
tion of  customs  taxes  assumes  an  aggravated  form  in 
the  collection  of  the  excise  taxes.  •  The  customs  inter- 
pose difficulties  in  the  way  of  transporting  merchandise 
from  place  to  place;  the  excise  interpose  difficulties 
in  the  growth  and  manufacture,  as  well  as  in  the  trans- 
port of  commodities.  The  forms  to  be  complied  with, 
the  prohibitions  to  be  submitted  to,  and  the  extra 
expenses  to  be  incurred,  are  all  so  many  additions  to 
cost  of  production;  and  the  charges  of  collection  to 
be  disbursed  by  the  Government  must  lead  to  the 
imposition  of  additional  taxes  to  defray  these  charges. 
It  cannot  be  concealed  that  we  have  here  some  rather 
iorniidable  objections  to  customs  and  excise  taxes,  but, 
as  compared  with  other  taxes,  they  may  offer  some 
Advantages  more  than  sufficient  to  outweigh  these 
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objections ;  and  some  such   advantages,  real  o; 
ginary,  there  must  have  been,  to  recommend  them  so 
generally  throughout  the  world. 

One  of  the  principal  reasons  for  their  adoption  must 
have  been  the  ready  means  which  thoy  offered  for  ex- 
tracting contributions  from  all  the  members  of  society. 
Nowhere  is  there  to  be  found  a  people  from  the 
majority  of  whom  it  would  be  possible  to  collect  direct 
contributions  sufficient  to  defray  the  expenses  of  go- 
vernment. Whereas,  however  great  the  expense  of 
collection  may  be,  however  vexatious  the  interference 
with  industrial  employment,  and  however  demoralizing 
the  temptations  to  evasion,  it  is  undeniable  that,  by 
means  of  customs  and  excise  taxes,  few  individuals 
escape  making  some  contribution  towards  the  expenses 
of  government.  Another  reason  that  has  been  ad- 
vanced in  their  favour  is,  that  an  opportunity  is 
afforded  of  discouraging  the  consumption  of  certain 
commodities  by  raising  their  price ;  two  good  works 
being  thus  accomplished  at  the  same  time — the  pro- 
curing revenue  for  government  purposes,  and  the 
checking  the  consumption  of  such  commodities  as 
spirits  and  tobacco.  To  those  who  give  a  preference 
to  customs  and  excise  taxes  over  other  taxes,  spirits 
and  tobacco  are  almost  sure  to  appear  fit  objects  for 
taxation. 

There  is  one  form  of  indirect  tax,  now  nearly  obso- 
lete among  us,  but  still  prevailing  widely  in  other 
countries,  and  it  deserves  a  passing  notice  —  we 
mean  the  imposition  of  different  rates  of  tax  upon  the 
same  commodity  according  as  it  is  imported  from  or 
L  in  one  place  or  another,  or  the  imposition  of 
the  tax  upon  one  portion  of  the  supply  only.  A  tax 
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levied  in  this  manner  is  called  a  "differential  tax." 
A  few  years  back  almost  every  commodity  imported 
into  this  country  from  our  colonies  was  subject  to  a 
lower  tax  than  the  same  commodity  imported  from 
other  quarters.  Our  corn  taxes  were  also  remarkable 
examples  of  differential  taxes.  Corn  grown  at  home 
was  untaxed.  Corn  imported  from  abroad  was  taxed. 
The  merits  or  demerits  of  a  differential  tax  will  be 
best  learned  by  watching  its  operation  in  juxtaposition 
with  the  operation  of  a  tax  applied  to  the  same  com- 
modity, but  raised  upon  the  whole  of  the  supply. 

Let  us  fix  upon  corn  as  the  commodity  to  be  acted 
upon  by  these  two  systems  of  taxation,  and  let  us 
assume,  for  the  purpose  of  the  experimental  observa- 
tion, that  the  annual  consumption  of  corn  in  this 
country  had  been,  on  an  average  of  years,  about  forty 
millions  of  quarters,  thirty  millions  of  which  had  been 
grown  in  the  country,  and  ten  millions  imported  from 
abroad,  the  average  price  being  40s.  per  quarter ;  and 
that  in  this  state  of  things  it  is  considered  expedient 
to  impose  a  tax  of  10s.  per  quarter  upon  the  whole 
supply.  A  tax  of  10s.  per  quarter  would  apparently 
produce  for  governmental  purposes  £20,000,000,  or 
as  the  diminished  consumption  consequent  upon  the 
rise  of  price  might  contract  the  demand  and  lead  to  a 
diminished  production — say  to  a  supply  of  no  more 
than  thirty-eight  millions  of  quarters — the  revenue  for 
governmental  purposes  might  be  110  more  than 
£19,000,000.  The  price  to  the  consumer  would  of 
course  be  raised  to  50s.  per  quarter.  There  would 
be  nothing  to  disturb  the  relative  proportions  of  the 
corn  grown  at  home  and  the  corn  imported.  The 
capital  disengaged  from  producing  two  millions  of 
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quarters  of  corn  would  be  employed  to  produce  some- 
thing else.  But  if  the  thought  suggested  itself  to  the 
legislature  that  the  tax  should  be  imposed  only  upon 
the  quantity  imported,  leaving  the  quantity  grown  at 
home  imtaxed,  a  disturbance  would  be  produced.  If 
the  price  remained  at  40*.,  importation  would  cease. 
If  the  price  rose  to  50s.,  capital  would  be  diverted 
from  other  operations  to  those  of  corn-growing,  and 
more  corn  would  be  grown  at  home.  It  is  difficult  to 
single  out  the  effect  upon  price  of  any  change  of  taxes, 
acting  as  it  always  must,  in  the  real  business  of  life, 
mixed  up  with  the  ever-varying  influences  of  supply 
and  demand;  but  there  is  no  difficulty  in  applying 
principles,  and  in  determining  what  character  of  change 
must  be  produced  on  price  by  any  given  tax  acting  by 
itself.  The  probable  order  of  change  brought  about 
by  a  customs  tax  of  10s.  per  quarter  upon  corn  would 
be  somewhat  as  follows: — There  would  be  a  rise  in 
the  price  of  corn ;  but  as  the  rise  of  price  would 
check  consumption,  the  diminished  demand  might 
cause  the  price  to  range  at  first  somewhat  under  50s., 
say  at  48s.  This  would  leave  the  home-grower  a  profit 
far  beyond  what  he  had  gained  previous  to  the  diffe- 
rential tax,  and  would  entail  a  loss  upon  those  who 
imported  subject  to  the  tax.  The  extraordinary  profit 
of  the  home-grower  would  not  be  long  in  attracting 
more  capital  to  the  cultivation  of  corn,  of  course  at  a 
•r  cost  than  before,  and  ultimately  the  price 
might  settle  itself  at  45s.  per  quarter,  with  thirty-five 
million  quarters  grown  at  home,  and  four  millions 
imported  from  the  nearer  and  cheaper  markets,  and  :i 
revenue  towards  the  expenses  of  government  of 
£2,000,000.  Five  shillings  per  quarter  on  thirty- 
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nine  millions  of  quarters  of  corn,  or  £9,750,000,  would 
be  the  measure  of  the  burden  sustained  by  the  con- 
sumers, while  the  revenue  obtained  would  be  only 
£2,000,000.  Whereas,  supposing  the  tax  to  be  laid 
upon  the  whole  supply,  the  revenue  obtained  for  go- 
vernment purposes  and  the  burden  sustained  by  the 
community  would  balance  one  another.  It  is,  of 
course,  assumed  that  a  certain  amount  of  revenue  for 
government  purposes  must  be  forthcoming.  If 
£19,000,000  be  that  amount,  the  tax  of  105.  per 
quarter  upon  the  total  supply  of  corn  would  obtain 
it;  but  if  it  were  determined  to  adopt  a  system  of 
differential  taxes,  by  which  there  was  to  be  obtained  a 
revenue  for  the  Government  at  the  rate  of  £2,000,000 
for  every  £9,750,000  abstracted  from  the  people,  then 
£19,000,000  could  only  be  raised  through  the  imposi- 
tion of  a  burden  upon  the  people  equivalent  to 
£90,000,000. 

[Repeated  discussions  and  computations  similar  to 
these  have  ended  in  the  condemnation  and  abandon- 
ment of  differential  taxes  in  this  country ;  and  it  can 
scarcely  be  doubted  that  convictions  and  conduct 
similar  to  our  own  upon  this  subject  will  eventually 
spread  everywhere.  Besides  the  customs  and  excise 
taxes  there  are  others  which  must  be  classified  as  par- 
tially indirect.  Stamp-taxes  may  be  included  among 
these.  All  taxes,  in  fact,  to  which  individuals  are 
subject,  in  their  capacity  of  industrial  agents  or  pro- 
ducers, will  be  transferable  to  the  purchasers  of  their 
wares  or  to  the  consumers,  as  a  condition  of  the  con- 
tinuance of  the  industrial  operation  which  subject* 
the  agents  to  the  tax. 
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DIRECT  TAXES. 

BESIDES  the  taxes  enumerated  in  the  preceding  lesson, 
there  are  others  which  must  be  borne  as  well  as  paid 
by  the  parties  from  whom  they  are  received  by  the  tax- 
collector. 

A  poll-tax,  or  a  tax  of  so  much  per  head,  would  be 
a  tax  of  tliis  description.  Any  thought  of  such  a  tax 
has  long  since  been  abandoned,  for  two  very  obvious 
reasons.  First,  because  a  tax  levied  equally  upon  all, 
whether  they  possess  little  or  much,  is  contrary  to  all 
notions  of  equity  in  the  distribution  of  the  burthen  of 
taxation  ;  and,  secondly,  because  resistance  to  the  tax- 
gatherer  would  seem  to  be  invited,  by  combining  against 
him  those  who  had  no  means  of  paying,  those  who  had 
not  sufficient  means,  and  those  who  felt  that  to  be 
called  upon  to  pay  as  much  as  others  who  had  tenfold 
their  means  was  an  intolerable  oppression. 

A  house-tax  payable  by  the  occupant  of  a  dwelling- 
house,  or  a  tax  proportioned  to  his  rent,  must  be  borno 
"by  that  occupant.  If,  in  order  to  guard  against  tho 
annoyance  and  expense  of  bringing  the  collector  into 
collision  with  the  occupants  of  small  dwelling-houses, 
the  landlord  were  -made  liable  to  the  tax,  cfiargeable 
by  him  to  his  tenant,  such  an  arrangement  Would  so 
far  make  the  house-tax  an  indirect  tax.  Indeed,  if  tho 
house-tax  were  simply  imposed  upon  tho  proprietors 
of  dwelling-houses,  nothing  l>ein^  enacted  about  re- 
payment to  them  by  their  tenants,  it  is  clear  that, 
afu-r  a  time,  the  tax  could  not  fail  to  fall  upon  the  oc- 
cupants, inasmuch  as  no  new  d \vellin g-houses  would 
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bo  built  nor  old  ones  rebuilt,  where  the  rent,  after 
paying  all  taxes,  did  not  yield  a  remuneration  to  the 
capital  and  labour  expended  equal  to  what  might  be 
earned  by  employing  the  capital  elsewhere.  As  the 
occupant  of  a  house,  however,  is  generally  the  party 
most  accessible  to  the  collector,  and  as  his  furniture 
and  effects  are  a  more  ready  and  convertible  security 
than  the  house,  the  house-tax  has  been  imposed  upon 
the  occupant ;  and  since  he  has  no  opportunity  of  ob- 
taining repayment,  we  must  class  it  among  direct  taxes. 

A  property  and  income  tax,  or  a  tax  pro  raid,  upon 
all  incomes,  from  whatever  source  arising,  is  another 
direct  tax.  "We  can  understand  how  it  may  be  evaded ; 
but  how,  when  once  paid,  it  can  possibly  be  thrown 
upon  anotherperson  is  inconceivable.  The  same  kind 
of  difficulty,  somewhat  modified,  presents  itself  in 
regard  to  small  incomes  that  we  have  observed  upon 
when  considering  the.  poll-tax  ;  the  collection  would  in 
numerous .  cases  be  impossible.  This  difficulty  is 
avoided  under  the  system  of  taxation  which  prevails 
with  us,  by  charging  no  incomes  of  less  than  £100 
with  the  tax ;  it  being  felt  that  this  partiality  towards 
small  incomes,  in  regard  to  the  income-tax,  is  fully 
compensated  by  the  comparative  magnitude  of  contri- 
bution to  the  expenses  of  government  by  the  pos- 
sessors of  small  incomes  through  the  customs  and 
excise  taxes. 

"We  have  now  sufficient  specimens  of  the  direct 
taxes  to  enable  us  to  form  an  estimate  of  their  in- 
dustrial merits,  as  compared  with  the  indirect  taxes. 
The  facility  of  evasion  and  the  temptations  to  evasion, 
where  presented,  must  be  regarded  by  all  considerate 
persons  as  most  ugly  features  in  a  tax.  Considered  in  a 
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merely  industrial  point  of  view,  they  are  blots  to  which 
we  cau  ill  reconcile  ourselves.  The  share  of  the  state 
expenditure  which  is  shirked  by  the  fraudulent  must 
be  paid  by  the  straightforward,  through  the  diminution 
of  his  means  of  enjoyment,  and  to  the  discouragement 
of  upright  conduct.  In  some  branches  of  the  direct 
taxes,  temptations  and  facilities  for  evasion  prevail ;  io 
others  they  do  not.  The  same  may  be  said  of  the 
indirect  taxes.  Let  us  try  and  bring  these  two  methods 
of  collecting  a  revenue  for  government  purposes  face 
to  face. 

To  begin  with  direct  taxes.  The  opportunity  and 
consequently  the  temptation  to  evade  the  house-tax 
scarcely  seem  to  present  themselves  at  all.  Incomes 
derivable  from  rent,  whether  of  land  or  houses, 
national  annuities,  the  profits  of  all  the  large  joint- 
stock  companies,  whose  accounts  are  always  accessible 
to  a  numerous  proprietary,  the  salaries  of  government 
servants,  of  clerks  and  other  officials  in  industrial 
concerns,  are  too  well  known  for  evasion  to  be  possible. 
Professional  incomes,  the  profits  of  farmers,  manufac- 
turers, and  traders  are  more  susceptible  of  concealment. 
But  even  here  are  to  be  found  some  conservative 
influences,  which  ought  not  to  be  overlooked.  In  all 
cases  of  large  mercantile  income^  book-keepers  and 
accountants  are  employed,  who  are  of  course  ac- 
quainted with  the  incomes  of  their  employers.  The 
facility  <>f  defrauding  the  revenue  would  be  much 
diminished  under  such  circumstances ;  and  out  of  the 
gain  from  the  fraud,  if  successful,  would  have  to  be 
defrayed  the  sums  spent  in  purchasing  the  connivance 
of  all  those  from  whom  the  frauds  could  not  be  con- 
cealed. 
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To  all  who  have  paid  nmch  attention  to  the  number 
and  character  of  the  frauds  practised  upon  the  cus- 
toms and  excise — to  the  smuggling,  the  adulterating, 
and  the  illicit  distilling — it  will  scarcely  appear  doubtful 
that  the  opportunities  of  evading  these  taxes  must 
greatly  preponderate  over  those  of  evading  the  direct 
taxes.  But  there  is  also  an  important  distinction  to 
be  drawn  between  the  classes  of  persons  to  whom  the 
opportunity  of  practising  extensive  frauds  is  presented 
in  each  of  these  two  kinds  of  taxes.  JN~one  but  the 
wealthy  can  possibly  practise  a  fraud  to  a  large  amount 
by  evading  direct  taxes.  "Whereas,  comparatively  needy 
persons,  or  gangs  of  such  persons,  by  smuggling  tobacco 
and  foreign  spirits-,  or  by  working  illicit  stills,  may 
hope,  if  successful  in  their  villany,  to  gain  a  prize  of 
many  thousand  pounds.  Very  little  knowledge  of 
mankind  will  enable  us  to  judge  which  of  these  two 
parties,  the  needy  or  the  wealthy,  will  be  more  likely 
to  yield  to  a  temptation  presented  in  the  form  of 
wealth.  "When  we  reflect,  besides,  that  the  ignorant 
and  ill-conducted  will  mostly  be  found  among  the 
needy,  and  that  the  well-informed  and  well-conducted 
fiill  generally  be  among  the  well-to-do,  we  cannot  but 
say  that  while  the  indirect  taxes  present  great  tempta- 
tions to  those  least  able  to  withstand  them,  the  great 
temptations  are  only  presented  by  the  direct  taxes  to 
those  most  able  to  withstand  them. 

In  an  industrial  point  of  view,  then,  it  seems  indis- 
putable that  the  evils  of  indirect  taxes  greatly  out- 
weigh those  of  the  direct.  The  first  disturb  industrial 
operations  and  obstruct  commercial  intercourse,  which 
the  second  do  not.  The  first  necessitate  the  employ- 
ment and  expense  of  a  numerous  staff  of  functionaries 
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to  collect  the  revenue,  to  detect  fraud,  and  to  overcome 
force.  The  second  call  for  a  comparatively  small  staff 
of  functionaries.  Both,  it  must  be  admitted,  afford 
opportunities  and  temptations  for  evasion  ;  but  thobe 
opportunities  are  more  frequent  in  the  former,  and  are 
presented  to  parties  who  are  far  more  likely  to  suc- 
cumb to  temptation. 

AVe  should  be  guilty  of  a  most  glaring  omission  if, 
after  having  instituted  the  comparison  between  in- 
direct and  direct  taxes,  and  having  found  a  large 
balance  of  evidence  in  favour  of  the  latter,  we  were 
not  to  invite  attention  to  a  fact  already  cursorily 
iioticcd,  that  the  revenue  for  government  purposes  in 
all  countries,  our  own  included,  is  obtained  principally 
tlirough  what  we  have  condemned  as  the  inferior 
means — indirect  taxes. 

If  statesmen  and  legislatures  continue  to  adopt  and 
sanction  the  system  of  indirect  taxes  handed  down  to 
them  by  their  predecessors,  it  is  but  fair  to  suppose 
that  their  conduct  is  decided  by  some  reasons  which 
are  not  altogether  unsatisfactory;  and  it  might  be 
presumed,  in  consequence,  that  we  had  overlooked 
some  of  the  arguments  in  favour  of  indirect  taxes.  To 
this  it  may  be  observed  that  statesmen  and  legislatures 
might  admit  all  our  evidence  and  coincide  with  our 
judgments,  and  yet  persevere  in  raising  the  govern- 
ment revenue  by  indirect  taxes. 

••'smen  cannot  achieve  impossibilities;  and  when 
that  which  is  considered  best  by  the  enlightened  few  is 
impracticable  on  account  of  the  opposition  of  the  un- 
enlightened many,  statesmen  must  reconcile  them- 
.M&MS  to  put  up  with  the  least  bad  of  all  the  means 
left  at  their  disposal  by  the  public  opinion  which  they 
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cannot  venture  to  defy.  "We  might  suppose  statesmen 
so  deeply  impressed  with  the  evidence  and  arguments 
in  favour  of  direct  taxes,  as  to  have  provided  them- 
selves with  a  scheme  for  banishing  customs  and  ex- 
cise taxes  henceforward  and  for  ever ;  and  that  their 
scheme  shows  beyond  all  question  that,  in  order  to 
raise  the  same  amount  of  revenue,  for  every  three 
shillings  taken  from  the  people  by  indirect  taxes,  two 
shillings  would  suffice  by  the  scheme  of  direct  taxes. 
Nevertheless,  before  they  could  think  of  introducing 
their  new  scheme,  they  would  have  to  satisfy  them- 
selves of  the  kind  of  reception  in  store  for  the  tax- 
collector,  when  it  would  be  his  duty  every  week,  month, 
or  quarter  to  ask  for  each  individual's  quota  of  the 
direct  taxes. 

"We  fear  that  in  the  present  state  of  intelligence, 
there  would  be  a  large  majority  in  most  communities 
unable  to  comprehend  that,  by  paying  two  shillings 
directly,  they  avoided  paying  three  shillings  indirectly, 
Many,  accordingly,  would  throw  difficulties  in  the  way 
of  the  collector,  and  some  would  even  resist  the  law. 
There  is  only  one  means  of  removing  this  obstacle  to 
direct  taxation — -better  industrial  teaching  to  enlighten 
the  ignorant. 

Many,  we  fear,  would  not  have  the  t\vo  shillings 
wherewith  to  pay  the  collector.  If  it  be  asked  how 
this  could  possibly  happen,  seeing  that  the  tea,  sugar, 
coffee,  tobacco,' beer,  and  spirits  purchased  every  week 
actually  cost  three  shillings  less  than  they  did  previ- 
ously to  the  substitution  of  direct  for  indirect  taxes, 
the  only  answer  that  can  be  found  is,  that  two  shillings 
out  of  the  three  shillings  had  been  spent  dishonestly, 
and  the  remaining  shilling  wastefully.  There  is  but 
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one  means  of  removing  the  obstacle  to  direct  taxes 
presented  by  dishonesty  and  waste — better  industrial 
training. 

Every  individual  needs  to  be  protected,  as  he  needs 
to  be  fed,  clothed,  sheltered,  and  warmed.  The  col- 
lective wisdom  of  mankind  has  decided  that  upon  each 
must  devolve  the  responsibility  of  feeding,  clotliing, 
sheltering,  and  warming  himself.  He  must  pay  for 
his  own  food,  clothing,  shelter,  and  fuel,  or  go  without. 
The  penalty  of  privation  consequent  upon  individual 
neglect  is  a  security  that  the  community  will  not  be 
left  unsupplied.  The  general  wealth  is  the  result  of 
the  exertions  of  each  individual  to  supply  himself.  The 
total  wealth  of  society  being  made  up  of  the  wealth 
of  each  of  the  units  which  compose  it,  the  suffering 
from  deficiency  of  wealth  falls  chiefly  upon  those  units 
in  whose  neglect  the  deficiency  originates.  Protection 
differs  from  wealth  in  this  respect — it  is  one  and  indi- 
visible. The  consequences  of  any  deficiency  in  the 
means  of  providing  it  cannot  be  visited  specially  upon 
the  units  who  fail  to  contribute  their  share  of  the 
means.  They  are  visited  indiscriminately  upon  all — 
those  who  contribute,  and  those  who  do  not.  Pro- 
tection is,  as  it  were,  one  fortification,  within  which 
all  find  security.  Each  individual  in  society  lives  in 
the  midst  of  a  complete  system  of  institutions  pre- 
pared to  act  in  his  behalf.  The  whole  army,  navy, 
and  police  force,  the  magistrates  and  courts  of  law, 
are  all  prepared  to  unite  in  his  defence;  and  as  he 
lives  in  the  possession  and  enjoyment  of  his  undivided* 
share  of  protection,  his  co-proprietors  may  rightly 
insist  that  he  be  compelled  to  pay  his  quota  towards 
its  cost.  Upon  the  prevailing  intelligence  and  habits 
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it  must  depend  whether  the  quota  of  each  shall  be  just 
as  much  as  is  required  to  provide  good  government — > 
paid  directly — or  vastly  more  than  is  required  for  that 
purpose — paid  indirectly. 

Supposing,  then,  that  no  insuperable  objections  to 
direct  taxes  have  been  overlooked,  and  that  the 
only  justification  for  indirect  taxes  is  that  they 
alone  are  adapted  to  communities,  such  as  they  have 
hitherto  been— comprising  within  themselves  a  large 
number  of  the  ill-instructed  and  ill-conducted — all 
efforts  for  relief  from  the  expense,  the  obstructions, 
and  the  corrupting  influences  of  indirect  taxes  must 
be  preceded  by  efforts  for  the  better  industrial  teach- 
ing and  training  of  the  people. 
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PEOPEETY  YACANT  BY  DEATH. 

THERE  is  yet  another  mode  of  procuring  some  of  the 
wealth  requisite  for  the  purposes  of  government, 
which  must  not  be  left  unnoticed.  The  mode  to 
which  we  refer  is  what,  in  this  country,  passes  under 
the  name  of  "  duties  on  probates  of  wills,"  "  duties  on 
letters  of  administration  under  intestacies,"  and  "legacy 
duties."  But  to  judge  of  these,  of  their  bearing  upon 
industrial  operations,  and  whether  they  have  been 
made  as  available  as  possible  as  substitutes  for  the 

"taxes  already  noticed,  it  will  be  desirable  to  revert  to 
some  of  the  matters  which  we  had  under  consideration 

-  when  treating  of  the  rights  of  property.  There  is  a 
near  approach  to  unanimity  among  reflecting  people 
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m  all  countries  that  the  granting  and  protect  m; 
rights  is  essential  to  the  prevalence  of  all  the  indus- 
trial qualifications  which  ure  the  mainstay  of  the  wealth 
and  well-being  of  society.  But  these  rights  have  sel- 
dom been  extended  so  far  as  to  allow  the  possessor  01 
property  to  order  what  shall  be  its  appropriation  or 
distribution  after  his  death  in  the  same  unlimited 
manner  as  he  is  empowered  to  dispose  of  it  during  his 
lifetime. 

Any  man,  for  example,  is  at  liberty  to  make  a  gift 
of  his  wealth  or  any  portion  of  it,  untaxed  or  unop- 
posed. If,  however,  he  order  in  his  will  how  his 
wealth  is  to  be  disposed  of  after  his  death,  or  if  ho 
die  intestate,  *.  e.  without  having  made  a  will,  there 
are  forms  to  be  complied  with,  before  the  property 
can  be  touched  by  anybody.  If  he  have  made  a  will, 
that  will  must  be  proved  in  a  court  of  law  appointed 
for  the  purpose,  and  then  probate  or  warrant  is 
granted,  authorizing  the  executor  to  take  possession  of 
the  property,  in  order  to  distribute  it  in  accordance 
with  the  provisions  of  the  will,  subject  to  certain 
duties  or  taxes.  If  he  have  died  intestate,  then  letters 
of  administration  or  warrants  are  granted,  to  the 
parties  qualified  to  demand  them,  authorizing  the  ad- 
ministrators to  distribute  the  wealth  of  the  deceased, 
agreeably  to  the  laws  which  regulate  the  distribution 
of  intestate  property. 

In  this  country,  the  first  deduction  from,  or  the 
first  payment  made  out  of,   the   deceased's  estate, 
should  lie  have   made  a  will,    is   the   probate 
which  varies  from  -\  to  3  per  cent. ;  or  if  he  have  not 
made  a  will,  the  dir  from  £  to  4£  pi  r 

The  duty  is  smallest  in  proportion  on  properties  of 
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less  value  than  £100,  and  greatest  on  properties  of 
the  value  of  £1000.  It  is  difficult  to  discover  the 
principle  according  to  which:  this  scale  has  been 
framed.  "We  might  fancy  that  properties  little  re- 
moving their  owners  from  destitution  and  very  large 
properties  were  most  in  favour  with  the  legislature, 
which  at  the  same  time  indicated  its  aversion  to 
moderate  properties.  The  next  deduction  is  the  le- 
gacy duty,  the  scale  of  which  is  as  follows : — 

1  per  cent,  on  legacy  to  any  lineal  descendant  or 
lineal  ancestor. 

3  per  cent,  on  legacy  to  any  brother  or  sister,  or 
descendant  of  brother  or  sister. 

5  per  cent,  on  legacy  to  any  brother  or  sister  of 

father  or  mother,  or  to  their  descendants. 

6  per  cent,  on  legacy  to  any  brother  or  sister  of 

grandfather    or    grandmother,    or   to   their 

descendants. 
10  per  cent,  on  legacy  to  any  other  relations,  or  to 

strangers. 

Legacies  to  husband  or  wife  are  exempt  from  duty, 
as  also  legacies  under  £20,  or  out  of  the  estate  of  a 
deceased  depositor  in  savings'  banks,  where  the  whole 
estate  does  not  exceed  £50. 

The  laws  regulating  the  appropriation  and  distribu- 
tion of  property  vacant  by  death  vary  in  different 
countries.  In  some  the  power  of  willing  is  much 
more  limited  than  with  us.  These  limitations  are 
imposed  in  order  to  prevent  what  is  considered  a 
disregard  of  equity  in  the  method  of  distribution. 
The  wish  and  intention  to  prevent  such  disregard  of 
equity  are  laudable  enough ;  but  seeing  that  no  cor- 
responding restrictions  are  or  can  be  imposed  uooa 
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gifts  or  wasteful  expenditure  during  life,  it  may  well 
be  doubted  whether  this  kind  of  attempt  to  prevent 
inequitable  distribution  is  adapted  for  the  purpose. 
Mankind  would  act  a  wiser  part  if  they  took  more 
active  steps  to  arouse  and  direct  public  opinion  against 
the  misuse  of  all  power  conferred  by  the  laws  of  pro- 
perty during  life,  and  by  the  laws  which  regulate  tho 
disposal  of  property  left  vacant  by  death;  and  we 
know  of  nothing  so  well  adapted  to  assist  in  accom- 
plishing this  purpose  as  the  improved  teaching  \\liicli 
will  unfold  the  conduct  that  ought  to  be  practised  by 
all  in  the  disposal  of  their  property,  and  the  improved 
training  which  will  cause  the  actual  conduct  to  coin- 
cide with  the  conduct  so  unfolded. 

It  would  almost  seem  as  if  the  probate  duties  in 
this  country  had  been  framed  in  order  to  induce 
people  to  make  wills.  Why  otherwise  should  intes- 
tate property  be  taxed  more  heavily  than  property 
bequeathed  ?  And  yet  in  regard  to  intestate  property 
a  most  favourable  opportunity  presents  itself  to  the 
legislature  so  to  direct  its  distribution  as  to  furnish 
an  example  of  wisdom  to  the  people  at  large.  A  well- 
digested  plan  for  the  distribution  of  intestate  pro- 
perty, coupled  with  a  degree  of  intelligence  among 
the  people  qualifying  them  to  appreciate  its  excel- 
lence, might  lead  to  a  wide-spread  discontinuance  of 
the  practice  of  making  wills.  As  the  national  model 
for  the  distribution  of  intestate  property  would  meet 
the  general  wants  and  wishes  of  society,  the  practice 
of  making  wills  would  be  confined  to  exceptional 
cases,  and  the  judgment  of  the  distribution  under 
them  could  scarcely  fail  to  be  improved  by  the  <••  n- 
stant  contemplation  of  a  good  national  model. 
3 
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To  the  general  principle  which  in  this  country  guides 
the  distribution  of  property  left  vacant  by  death  there 
can  be  no  objection.  Society,  or  the  law,  confers  upon 
proprietors  the  right  of  naming  their  own  successors ; 
and  it  determines,  besides,  if  this  right  be  not  used, 
on  what  grounds  and  by  whom  the  property  shall  be 
inherited  or  claimable,  subject  to  certain  deductions  or 
taxes  for  government  purposes.  Although  we  do  not 
see  how  any  objection  can  be  taken  to  the  general 
principle,  some  of  the  proceedings  under  it.  may  admit 
of  being  greatly  modified,  and  to  great  advantage. 
Where  there  are  no  relatives  or  legatees  to  claim,  the 
deceased's  property,  being  claimable  by  no  individual, 
becomes  the  property  of  all ;  that  is,  of  society  repre- 
sented by  its  constituted  authorities.  Property  thus 
unclaimed,  like  the  unclaimed  dividends,  can  be  ap- 
propriated in  no  other  way  so  well  as  to  national 
purposes.  Protection  to  property  and  the  public 
annuities,  or  the  interest  on  the  national  debt,  are 
claimable  by  individuals  from  the  State,  and  when  those 
claims  lapse,  the  unclaimed  property  and  the  unclaimed 
dividends,  as  a  means  of  supplying  the  wants  of  govern, 
ment,  are  more  unobjectionable  than  any  other  means 
derived  from  any  other  source  of  which  we  are  cog. 
nizant. 

It  may  be  observed  that  there  has  prevailed  in  all 
countries  a  practice  of  applying  a  portion  of  the  pro- 
perty vacant  by  death  to  national  purposes,  or  to  defray 
the  government  expenses.  If  it  did  so  happen  that 
no  survivors  were  dependent  upon  property  vacated 
by  death,  such  property  would  be  the  very  fittest  to 
be  appropriated  towards  defraying  the  government 
expenses.  The  fruits  of  the  industrial  qualities,  which 
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it  is  desirable  to  encourage  to  tin-  utmost,  would  be 
obtained  for  government  purposes  without  the  ro>: 
danger  of  discouraging  those  qualities.  But  as  there 
almost  always  are  survivors  dependent  upon  the  pro- 
perty vacated  by  death,  the  claims  of  these  survivors 
must  take  precedence  of  any  government  appropriation. 
AVhen,  however,  these  claims  are  satisfied,  nowhere-, 
else  can  we  see  wealth  so  conveniently  placed  to  admit 
of  its  being  taken  to  supply  the  wants  of  government 
without  detriment  to  industrial  operations,  and  to  the 
industrial  qualities  upon  which  the  success  of  those 
operations  must  ever  be  based. 

We  may  repeat  here  the  observation  which  we 
made  when  treating  of  the  best  system  of  taxation — 
that  the  best  distribution  of  property  left  .vacant  by 
death,  to  be  possible,  must  be  preceded  by  that  in- 
dustrial teaching  which  will  make  manifest  to  the 
understandings  of  all  what  direction  and  distribution 
of  their  property,  both  during  and  after  life,  is  best 
adapted  to  promote  the  well-being  of  society.  Such 
teaching,  accompanied  by  the  appropriate  training,  will 
cause  the  dominant  habits  of  thought  and  sentiments, 
and  hence  the  conduct,  to  harmonise  with  the  know- 
ledge acquired.  Of  course,  our  business  is  only  with 
the  industrial  considerations,  which  ought  to  be  kept 
in  view  by  those  who  have  to  decide  upon  the  best 
contrivances  for  the  best  distribution  of  property  left 
vacant  by  death.  It  appears  to  us  that  the  spirit  of 
the  laws,  as  they  prevail  in  this  country,  granting  the 
right  of  disposal  by  will,  with  little  limitation,  is  well 
adapted  to  facilitate  the  flow  of  wealth  to  supply  all 
those  minute  wants  and  exigencies,  to  gratify  all  those 
feelings  of  affection  and  gratitude,  and  to  rectify  r.ll 
s  2 
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those  errors  of  judgment  and  neglects  of  duty,  which 
could  not  possibly  be  accomplished  by  legislative 
enactments.  That  the  laws  which  regulate  the  distri- 
bution of  intestate  property  and  the  taxing  of  legacies 
are  susceptible  of  considerable  improvement,  will  be 
doubted  by  few  who  have  made  the  conditions  of 
industrial  success  a  subject  of  study.  When,  from 
time  to  time,  attempts  shall  be  made  to  introduce  the 
desirable  amendments  in  our  laws,  we  have  little  fear 
but  what  it  will  be  present  to  the  thoughts  of  all  who 
engage  in  the  attempt,  not  to  obstruct  the  flow  of 
capital  into  those  hands  most  competent  to  use  it  to 
the  greatest  advantage,  and  not  to  encourage  its  desti- 
nation so  as  to  foster,  especially  among  the  young, 
habits  of  indolence  and  dissipation,  the  sure  antece- 
dents and  accompaniments  of  ignorance  and  unhappi- 
ness  in  their  victims,  and  the  most  formidable  of  all 
the  causes  of  destitution  and  crime  among  the  people 
at  large. 


LESSON   XXXII. 

BE  CAPITULATION. 

IN  the  present  age  of  the  earth,  and  in  our  pm-ts  of 
it,  every  human  being  that  is  born  finds  himself  in  the 
midst  of  abundant  supplies  of  the  necessaries  and 
comforts  of  life.  For  the  first  quarter  of  his  existence 
fie  is  entirely  beholden  for  his  livelihood  to  the  godd 
offices  of  some  of  those  who  were  born  before  him, 
most  generally  of  his  parents.  His  opening  faculties 
are  not  long  in  convincing  him  of  this  fact,  and  in 
gradually  leading  him  to  suspect  that  he  will,  after 
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awhile,  have  to  do  for  himself  what  others  are  doing 
for  him.  A  little  later,  if  he  be  judiciously  treated  by 
the  guardians  of  his  infancy  and  childhood,  he  becomes 
anxious  to  learn  what  he  will  have  to  do,  and  to  ac- 
quire the  ability  of  doing  it.  The  inquisitive  curiosity, 
imitative  'propensity,  and  restless  activity  of  children 
are  great  helps  to  the  instructors  who  would  so  teach 
and  train  children  as  to  leave  them  at  the  end  of  their 
pupilage  qualified  to  maintain  themselves. 

The  youth  emerging  out  of  childhood  into  the  active 
business  of  life,  who  does  not  know  that  the  large 
store  of  the  necessaries  and  comforts  of  life  every- 
where visible  are  the  results  of  past  labour,  intelli- 
gence, skill,  and  economy,  and  that  the  replacing  of 
this  store,  as  fast  as  it  is  consumed,  depends  upon  the 
continuance  of  such  qualities, -must  have  been  very  iil 
taught.  And  the  youth  who  does  not  enter  upon  his 
self-supporting  career  disposed  to  labour,  with  the 
aid  of  such  attainments  as  he  possesses,  to  strive  for 
higher  attainments  by  practice  and  study,  and  to  eco- 
nomise in  the  consumption  of  what  he  earns,  must 
have  been  very  iil  trained.  It  being  once  granted  that 
the  maintenance  of  an  adequate  stock  of  the  m 
ries  and  comforts  of  life  is  dependent  upon  the  pre- 
valence of  industry,  knowledge,  skill,  and  economy,  it 
is  also  granted  that  any  negligence  in  imparting  these 
qualities  is  the  most  cruel  treatment  of  which  any 
ition  can  be  guilty  towards  the  one  about  to 
succeed  it. 

The  things  to  be  done  and  to  be  learned  in  order  to 
secure  the  well-being  of  society  are  so  various,  that 
while  they  must  all  be  attended  to  by  somebody,  they 
cannot  all  be  undertaken  by  everybody. 
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them  must  be  taken  up  as  the'  allotted  tasks  or  duties 
of  different  individuals,  who,  hy  the  interchange  of 
services,  guard  one  another  from  the  evil  consequences 
that  might  arise  to  each  out  of  what  he  was  com- 
pelled to  leave  undone  and  unlearned.  Among  the 
things  to  be  done  and  learned  for  the  well-being  of 
society  are  some,  however,  which  each  individual  must 
do  and  learn  for  himself — which  he  cannot  delegate  to 
others.  As  obvious  illustrations  of  this  truth,  each 
individual  must  eat  and  drink,  sleep,  and  move  about 
for  himself.  He  must  also  know  how  to  communicate 
his  wants  by  speech,  to  write,  to  read,  and  to.  count, 
and  to  distinguish,  in  the  ordinary  occurrences  of  life, 
between  what  would  be  beneficial  and  what  hurtful  to 
him.  Among  the  things  that  every  individual  (with 
exceptions  so  rare  that  they 'scarcely  require  to  be  ad- 
verted to)  must  do  for  himself — he  must  earn  his  own 
livelihood,  he  must  work ;  and  among  the  things  that  lie 
must  know  for  himself— he  must  know  how  to  work 
and  what  to  work  for ;  in  other  words,  he  must  know 
for  himself  the  conditions  of  industrial  success,  of 
which  an  outline  has  been  attempted  in  the  preceding 
lessons.  The  recapitulation  of  the  principal  of  these 
conditions  will  serve,  after  the  investigations  and  ex- 
positions already  made,  to  present  them  to  the  student 
as  a  whole,  inviting  refutation  and  rejection  if  strik- 
ingly false  or  frivolous,  but  commanding  a  serious  and 
respectful  attention  if  indisputable  and  important. 

A  supply  of  the  necessaries  and  comforts  of  life, 
large  in  proportion  to  the  numbers  of  the  people,  and 
of  good  quality,  is  indispensable  to  the  well-being  of 
every  community.  Such  a  supply  is  not  to  be  met 
with  anywhere,  and  has  never  been  met  with  in  times 
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past.  The  proportion  between  the  wealth  and  the 
numbers  of  different  eoinmuuitii's  lias  varied  greatly  ; 
but  while  it  cannot  be  said  that  the  wealth  of  any 
community  has  ever  been  redundant,  it  may  truly  be 
said  that  the  quantity  of  wealth  has  often  been  sadly 
deficient.  Eifort  is  required  to  increase  the  quantity 
of  wealth,  so  as  to  make  it  adequate  to  supply  all  the 
requirements  of  a  people. 

Each  generation,  as  it  is  successively  thrown  upon 
its  own  resources  for  self-support,  and  to  participate 
in  the  duties  of  society,  ought  to  be  endowed  with  all 
the  industry,  knowledge,  skill,  and  economical  habits 
that  can  be  imparted  by  previous  teaching  and 
training.  They  will,  with  all  these  qualifications,  find 
themselves  greatly  deficient  in  wealth  and  industrial 
experience,  but  will  be  able  to  obtain  them,  both  by 
selling  their  labour  and  working  under  the  superin- 
tendence of  others  who  have  them.  The  contract 
between  master  and  servant,  employer  and  employed, 
capitalist  and  labourer,  originated  in  this  twofold 
want — that  of  capitalists  to  obtain  increase  of  wealth, 
or  profit,  and  that  of  labourers  to  obtain  a  portion  of 
the  wealth  already  produced,  or  wages.  Partnerships 
and  transfers  of  capital  by  loan  are  the  coutrivamvs 
by  which  capital  is  brought  together  or  dispersed,  so 
as  to  enable  the  directors  of  it  to  earn  the  largest 
profit ;  and  increasing  efforts  for  industrial  improve- 
ment, energy,  enterprise,  vigilance,  and  circumspection, 
OH  the  part  both  of  capitalists  and  labourers,  are  the 
only  means  by  which  profits  and  \rages  are  to  K-  in- 
•  •ir  mutual  udvant:i_ 

Attempts  always  have  been  and  still  are  made  by 
some  to  help  themselves  to  wealth  by  othor  mcana-~- 
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those  of  violence  and  fraud.  It  must  soon  have  been 
perceived  that  if  attempts  of  this  kind  were  left  un- 
checked, wealth  and  well-being  would  be  impossible. 
Hence  the  organization  of  government  and  the  insti- 
tution of  property,  the  surest  foundation  of  which  are 
habits  of  good  conduct,  and  attachment  to  law  and 
order,  as,  nearly  universal  as  possible,  arising  out  of  a 
thorough  comprehension  of  their  importance,  and  the 
prompt  and  effective  suppression  of  any  invasion  of 
the  rights  of  property  by  the  few  who  may  attempt  to 
resist  or  to  circumvent  the  law. 

The  division  of  labour  and  interchange,  the  uses  of 
measures,  weights,  and  money,  the  practice  of  buying, 
and  selling,  bills  of  exchange,  banking,  and  paper 
money,  are  all  so  many  developments  of  the  united 
action  of  knowledge  and  industry  to  increase  the 
general  wealth,  to  make  capital  more  productive, 
to  afford  opportunities  for  its  further  accumulation, 
and  hence  for  augmented  w^ages,  or  for  the  employ- 
ment cf  more  labourers  at  undiminished  wages.  A 
state  of  society  in  which  the  various  contracts  in- 
volved in  all  these  industrial  refinements  are  of  daily 
and  hourly  occurrence,  presupposes  a  general  persua- 
sion among  the  contracting  parties  that  the  contracts 
will  be  performed.  Hence,  to  the  former  qualifications 
must  be  added  others,  as  conditions  of  industrial  suc- 
cess— unless,  indeed,  they  are  to  be  considered  as  in- 
cluded in  the  former — trustworthiness,  sobriety,  punc- 
tuality, and  attention  to  orders. 

The  necessity  of  these  latter  qualifications,  in  addi- 
tion to  the  fundamental  ones,  upon  which  they  may 
be  said  to  be  based,  is  rendered  still  more  apparent, 
Alien  we  pass  in  review  the  classes  of  employment, 
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into  which  the  directors  of  industrial  operations  ditt. 
tribute  themselves — the  farmers  and  other  producers 
of  raw  material,  the  manufacturers,  the  merchants, 
the  carriers,  and  the  retailers.  All  these  and  their 
sub-classes  are  enabled  through  these  qualifications^ 
and  with  a  perfection  corresponding  with  the  number 
of  the  qualifications  united  in  each  individual,  to 
supply  cne  another  with  the  commodities  required  for 
domestic  as  well  as  industrial  use.  Even  now,  with 
all  the  room  for  improvement  that  cannot  be  denied, 
nobody  ever  seems  to  doubt  but  what  the  supply  of 
his  wants  will  be  certain  to  follow  closely  upon  the 
wants,  so  soon  as  he  makes  them  known,  if  he  have  an 
equivalent  to  offer  for  the  supply. 

Not  altered  in  substance,  nor  eyen  disguised  in 
form,  except  to  the  uninstructed,  the  various  industrial 
wants  of  society  are  expressed  through  money— in 
money  ralues,  or  prices ;  in  money  wages  ;  in  money 
payments  for  loans  of  capital,  or  interest;  and  in  money 
payments  for  leases  of  laud  and  houses,  or  rent.  More 
of  a  commodity  is  wanted  than  is  supplied,  its  price 
rises.  More  of  a  particular  quality  of  labour  is  wanted 
than  is  to  be  had,  the  wages  of  those  who  possess  it 
rise.  Capital  is  accumulated  faster  than  the  number 
of  labourers  is  increased,  general  or  average  wages 
rise.  More  capital  is  required  by  trustworthy  men 
than  is  offered  on  loan,  the  rate  of  interest  rises.  A 
country  advances  in  civilization,  and  hence  in  wealth 
and  population,  and  the  rent  of  land  rises.  J! 
the  opposite  of  all  these  occur,  and  prices,  wages,  in- 
terest, and'  rent  fall.  The  fluctuations  of  ] 
wages,  interest,  and  rent  indicate  varying  suppl 
compared  with  demand,  and  invite  to  an  altered  direc- 
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tion  of  industrial  effort  to  meet  altered  wants,  thus  ex- 
pressed through  the  medium  of  money. 

Conduct  at  variance  with  the  security  of  property,  and 
the  danger  to  the  well-being  of  society  from  the  growth 
of  such  conduct,  requiring  as  they  do  special  efforts  to 
pf  event  or  control  such  conduct,  have  given  rise  to 
another  class  of  employments — another  offshoot  of  the 
division  of  labour — in  addition  to  those  just  enumerated. 
The  individuals  engaged  for  the  protection  of  property 
are  formed  into  classes  and  sub-classes  of  functionaries, 
who  devote  themselves  exclusively  to  the  duties  of 
government.  Among  these  are  persons  of  different 
degrees  of  capacity,  drawn  to  the  public  service  as 
individuals  are  drawn  to  other  employments  • —  by 
money  payments  principally;  partly  also  by  the  at- 
traction of  conspicuous  position,  and  of  the  increased 
opportunities  of  usefulness  attached  to  the  public 
service.  The  money  got  together  to  pay  these  func- 
tionaries must  be  drawn  from  the  other  members  of 
society  by  some  process  of  taxation,  unless,  indeed,  the 
appropriation  of  property  left  vacant  by  death,  and  to 
which  no  survivors  can  establish"  a  claim  for  support, 
should  suffice  to  supply  all  the  requirements  of  go- 
vernment. ."Where  taxation  is  unavoidable,  as  a  means 
to  enable  each  individual  to  purchase  that  security 
which  he  could  not  produce  for  himself,  the 
method  among  all  that  have  been  suggested,  as  far 
we  know,  is  that  expressed  under  the  classification  of 
direct  taxes,  whether  as  rates  for  the  purposes  of  local 
government,  or  of  house,  -property,  and  income  taxes 
for  the  purposes  of  general  government.  • 

Painful  as  the  confession  is,  truth  compels  us  to 
admit  that  public  opinion  is  probably  nowhere  pre- 
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pared  to  sanction  a  legislative  attempt  to  raise  the 
entire  revenue  for  government  purposes  by  the  appro- 
priation of  property  left  vacant  by  death,  and  of  which 
there  are  no  recognised  claimants,  and  by  direct  taxes. 
A  higher  grade  of  civilization  must  be  attained  before 
the  details  of  such  a  scheme  could  be  arranged  satis- 
factorily, cr  carried  successfully  into  operation.  The 
want  of  a  higher  grade  of  civilisation,  which  obstructs 
the  road  to  improvement  in  our  financial  system,  and 
which  is  also  the  principal  obstacle  to  all  industrial 
progress,  brings  us  to  another  offshoot  of  the  division 
of  labour,  and  the  Lost  which  we  have  to  mention — 
that  of  the  individuals  who  specially  apply  themselves 
to  the  business  of  education. 

Looked  at  merely  as  a  division  of  industrial  work, 
and  our  limits  preclude  us  from  taking  a  wider  view 
of  it,  education  occupies  a  very  important  position. 
It  is  a  principal  means,  an  indispensable  part  of  any 
combination  or  arrangement  for  preserving  and  im- 
proving the  industrial  capacity,  through  which  alone 
industrial  success  is  attainable.  The  same  conditions, 
however,  prevail  here  which  are  known  to  exist  in 
every  other  branch  of  the  division  of  labour.  The 
number  and  attainments  of  those  who  strive  to  qua- 
lify themselves  to  educate  the  young  will  be  deter- 
mined by  the  demand  of  society  for  educational 
vs.  It  is  idle  to  expect  that  bakers  and  clothiers 
should  ri:se  up  in  a  community  where  there  is  no 
demand  for  bread  and  clothes.  No  less  idle  is  it  to 
expect  that  educators  will  rise  up  in  a  community 
where  no  demand  exists  for  educators  cf  the  young. 
An  adult  demand  for  bread  and  clothes  for  the  young 
is  a  condition  of  their  being  supplied  with  the:^  <i8sen- 


2GS 


EECAPITULATIOff. 


tials  of  a  comfortable  existence ;  and  an  adult  demand 
for  education  for  the  young  is  a  condition  of  their 
being  supplied  with  a  security  against  future  degrada- 
tion, and  suffering. 

The  student  may  safely  be  left  to  develope  this  pro- 
position for  himself.  "We  might,  since  indusi 
success  depends  upon  industrial  capacity,  and  indi 
trial  capacity  upon  the  attention  of  each  generatic 
of  adults  to-provide  for  the  physical  and  educatioi 
wants  of  its  young,  almost  defy  him  to  avoid  con- 
cluding that  parental  forethought  is  in  reality 
condition  of  the  Conditions  of  Industrial  Success. 
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